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LETTER  OF  TRANSMITTAL 


August  31,  1978. 
To  Members  of  the  Committee  on  Banking,  Finance  and  Urban 
Affairs : 

Transmitted  herewith  for  use  by  the  full  Banking,  Finance  and 
Urban  Affairs  Committee  is  a  report  by  the  Subcommittee  on  the  City 
on  "Small  Cities ;  How  Can  the  Federal  and  State  Governments  Re- 
spond to  Their  Diverse  Needs?"  The  subcommittee  recognizes  that  its 
concern  is  for  all  cities — large  and  small — and  that  the  needs  of  small 
cities  have  frequently  been  neglected  in  view  of  the  imminent  crisis  of 
some  of  our  larger  cities. 

In  carrying  out  its  study,  the  subcommittee  felt  the  need  to  visit  some 
typical  small  cities  and  hear  from  local  officials  in  their  home  setting. 
As  a  result,  two  field  hearings  were  held,  one  in  Ada,  Oklahoma ;  and 
the  other  in  Saratoga  Springs,  New  York.  While  all  members  of  the 
subcommittee  actively  participated  in  the  hearings  and  the  considera- 
tion of  the  report,  I  want  to  express  my  particular  thanks  to  Congress- 
men Watkins  and  Pattison  who,  with  their  staffs,  served  as  hosts  and 
provided  essential  supporting  services  to  make  the  field  hearings  pos- 
sible. In  addition,  we  are  grateful  to  Congressmen  Hanley,  Cavanaugh, 
Fenwick,  Oakar,  Mattox,  McKinney,  and  Kelly  who  made  time  to  par- 
ticipate in  the  hearings. 

It  is  also  important  to  acknowledge  Congressman  Watkins'  role  as 
the  principal  initiator  of  this  set  of  hearings.  As  chairman  of  the  Com- 
mittee on  Small  Cities  and  Towns  of  the  Congressional  Rural  Caucus, 
and  as  representative  of  a  vast  Congressional  District  which  contains 
no  city  with  a  population  over  25,000,  Mr.  Watkins  forcefully  called 
the  attention  of  the  Subcommittee  to  difficulties  small  cities  are  experi- 
encing in  trying  to  achieve  a  better  way  of  life  for  their  residents. 

The  subcommittee  gratefully  acknowledges  the  assistance  of  Sandra 
Osbourn  of  the  Congressional  Research  Service  for  assistance  in  pre- 
paring this  report. 
Sincerely, 

Henry  S.  Reuss,  Chairman. 
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SMALL  CITIES:  HOW  CAN  THE  FEDERAL  AND  STATE 
GOVERNMENTS  RESPOND  TO  THEIR  DIVERSE  NEEDS? 


I.  Introduction 

A.  COMPLEMENTARY  RELATIONSHIP  OF  LARGE  AND  SMALL  CITIES 

The  Subcommittee  on  the  City,  established  at  the  beginning  of  the 
95th  Congress,  is  mandated  "to  study,  investigate,  report  on  and  make 
recommendations  on  the  problems  of  cities."  The  early  emphasis  of 
the  subcommittee  was  on  larger  central  cities  and  their  state  of 
imminent  crisis.  But  the  subcommittee's  concern  is  not  solely  with 
large  metropolitan  areas.  It  recognizes  that  smaller  cities  frequently 
face  the  same  problems  of  their  larger  counterparts  and  not  infre- 
quently lack  the  technical  skills  and  institutions  to  deal  with  them. 
There  also  has  been  concern  that  the  Federal  Government  provides  in- 
sufficient assistance  to  these  smaller  cities. 

There  is  a  complementary  relationship  between  the  problems  of 
large  and  small  cities,  a  relationship  often  affected  by  federal  pro- 
grams. Thus,  during  the  period  following  World  War  II  through  the 
mid-1960's,  a  major  problem  of  the  large  central  cities  was  the  heavy 
migration  of  unskilled  workers  from  nonmetropolitan  areas;  these 
workers  were  displaced  by  the  increasing  mechanization  of  agriculture, 
the  decline  in  coal  production  and  the  decay  of  the  economies  of  small 
cities  supported  by  these  activities.  By  the  mid-1960's  a  reverse  inter- 
action had  begun  to  develop.  Freed  by  new  technologies  in  communi- 
cations and  transportation  (both  heavily  supported  by  Federal  funds) 
industry  started  to  move  many  of  its  plants  from  central  cities  to  more 
remote  locations — frequently  to  the  suburbs — but  almost  as  frequently 
to  smaller  cities  in  nonmetropolitan  areas. 

Recognizing  this  interdependence,  the  subcommittee  undertook  a 
special  set  of  hearings  on  small  cities.  The  objective  was  to  identify 
small  city  problems  and  to  evaluate  the  effectiveness  with  which  the 
many  layers  of  American  government  are  dealing  with  those  problems. 

B.  DEFINING  "SMALL  CnTES" 

Early  in  the  planning  for  these  hearings  it  became  obvious  that  there 
would  be  difficulty  in  establishing  a  precise  definition  of  small  cities. 
Classifying  them  as  all  cities  under  an  upper  population  limit  ap- 
peared inadequate  for  a  number  of  reasons.  Under  various  programs, 
small  cities  have  been  defined  as  having  maximum  populations  of 
200,000,  100,000,  50,000,  20,000,  and  10,000.  Furthermore,  the  subcom- 
mittee consensus  was  that  these  hearings  should  not  be  concerned  with 
jurisdictions  with  small  populations  that  are  clearly  appendages  of 
a  metropolitan  area.  Such  cities,  whatever  their  population,  clearly 
have  a  different  set  of  problems  and  resources  than  the  relatively 
isolated  small  city. 
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After  considering  various  criteria  appropriate  for  the  hearings, 
the  subcommittee  arrived  at  the  following  working  definition  of  a 

small  city : 

1.  It  was  a  city  substantially  remote  from  a  central  city,  having 
its  own  industrial,  commercial,  and  cultural  base.  While  sometimes 
such  a  city  is  technically  within  the  boundaries  of  an  SMS  A  (which 
is  defined  by  county  boundaries)  and  part  of  its  working  force  com- 
muted to  a  central  city,  it  had  a  substantially  independent  existence. 

2.  It  has  a  population  somewhere  between  1,000  and  30.000,  al- 
though testimony  was  received  from  witnesses  from  both  smaller  and 
larger  cities. 

C.  NATURE  AXD  SCOPE  OF  THE  HEAETN'GS 

Three  days  of  hearings  were  held  bv  the  subcommittee — in  Wash- 
ington, D.C.,  on  May  16,  1978;  in  Ada,  Okla.,  on  May  19,  197S;  and 
in  Saratoga  Springs,  N.Y.  on  May  26,  1978.  In  addition,  much  non- 
testimonial  material  was  solicited  and  received. 

The  Washington  hearings,  aimed  at  setting  the  appropriate  na- 
tional perspective  on  small  city  problems,  consisted  of  three  panels. 
The  first  was  concerned  with  the  impact  of  recent  population  and 
economic  trends  on  small  cities  with  testimony  from : 

1.  Peter  [Morrison,  a  demographer  with  the  Rand  Corp.  and  the 
author  of  a  number  of  recent  publications  dealing  with  economic  and 
population  changes  occuring  in  nonmetropolitan  areas. 

2.  Herrington  Bryce,  vice  president  of  the  Academy  for  Contem- 
porary Problems  and  author  of  the  recently  published  study  "Small 
Cities  in  Transition :  The  Dynamics  of  Growth  and  Decline." 

3.  Fred  Zook,  Mayor,  of  Ottawa.  Kans.  and  chairperson  of  the 
Small  Cities  Advisory  Council  of  the  National  League  of  Cities. 

The  second  panel  was  concerned  with  the  role  of  states  and  re- 
gional agencies  in  meeting  small  city  needs.  On  that  panel  were : 

1.  James  B.  Hunt,  Jr.,  Governor  of  Xorth  Carolina,  and  chairman 
of  the  Subcommittee  on  Small  Cities  and  Rural  Development  of  the 
National  Governors  Association. 

2.  Harry  Teter,  Executive  Director  of  the  Appalachian  Regional 
Commission. 

3.  Wayne  Anderson,  Executive  Director  of  the  Advisory  Commis- 
sion on  Intergovernmental  Relations. 

The  third  panel  consisted  of  Federal  officials  representing  the  de- 
partments principally  involved  in  providing  development  assistance 
to  nonmetropolitan  areas.  These  witnesses  were : 

1.  Alex  Mercure.  Assistant  Secretary  for  Rural  Development.  De- 
partment of  Agriculture. 

2.  Robert  Embry,  Assistant  Secretary  for  Community  Planning 
and  Development,  Department  of  Housing  and  Urban  Development. 

3.  Harold  Williams,  Deputy  Assistant  Secretary  for  Economic  De- 
velopment, Department  of  Commerce. 

The  May  19  hearings  in  Ada,  Okla.  were  carried  out  as  part  of  a  2 
day  conference  sponsored  by  the  Small  Cities  training  center  of  the 
American  Association  of  Small  Cities.  More  than  350  mavors.  citv  man- 
agers, and  other  officials  of  small  cities  gathered  for  this  conference 
and,  in  a  series  of  workshops,  prepared  position  papers  on  the  problems 
of  small  cities  in  dealing  with  Federal  programs. 
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The  subcommittee  hearings  were  opened  with  statements  by: 

1.  Dr.  Luther  Tweeten,  Regents  professor  of  the  University  of  Okla- 
homa, and  coauthor  of  a  recent  book  on  nonmetropolitan  problems  en- 
titled "Micropolitan  Development." 

2.  Bill  Hill,  director  of  the  Kiamichi  Economic  Development 
District. 

Eeports  of  the  previously  mentioned  workshops  were  presented  by : 

1.  Mr.  Ray  James,  architectural  engineer,  James  and  Guilders  As- 
sociates. 

2.  Mr.  Jim  "Wilson,  president,  Boswell  State  Bank. 

3.  Mr.  Fred  Stoval,  publisher,  Latimer  County  News-Tribune. 

4.  Mr.  Jud  Wood,  city  manager,  city  of  Coalgate. 

5.  Mr.  Sam  Marshall,  Kiamichi  Economic  Development  District. 

6.  Mr.  Dale  Barnhart,  health  planner,  Oklahoma  Health  Systems 
Agency. 

7.  Mr.  Noel  Mann,  director  of  administration,  Southern  Oklahoma 
Development  District. 

The  Ada  hearings  concluded  with  a  statement  by  Dr.  Roy  Dugger, 
executive  director  of  the  American  Association  of  Small  Cities. 

On  May  26,  the  subcommittee  reconvened  in  Saratoga  Springs,  N.Y. 
for  its  third  session  with  the  following  four  panels  of  witnesses : 

/.  Panel  on  State  and  Regional  Agency  Response  to  Small  City  Needs 

1.  Mr.  William  Cabin,  director,  Division  of  Neighborhood  Assist- 
ance. New  York  State  Department  of  State. 

2.  Mr.  Bob  Flacke.  town  supervisor,  Lake  George,  N.Y.  (represent- 
ing Adirondak  Park  Agency) . 

3.  Ms.  Ann  LaBastille,  board  member,  Adirondack  Park  Agency. 

4.  Mr.  Lou  Benton,  Senior  Planner,  Saratoga  County  Planning 
Office. 

/ /.  Panel  on  Small  Cities  and  Their  Use  of  Federal  Programs 

1.  Mr.  Bill  Lowenstein,  director  of  community  and  economic  devel- 
opment, Hudson,  N.Y. 

2.  Ms.  Julie  Stokes,  executive  director,  Saratoga  Springs,  Preserva- 
tion Foundation. 

3.  Mr.  Frank  Yankowski,  urban  renewal  director,  Mechanicville, 
N.Y. 

///.  Neighborhood  Revitalization  in  Troy,  N.Y. 

1.  Mr.  Garland  Yates,  director,  Troy  Inner  City  Neighborhood 
Center. 

2.  Mr.  Joe  Fama,  director,  TAP,  Inc. 

IV.  A  Federal  Agency  Response  to  Small  City  Needs 

Ms.  Karen  Hanson,  Director  for  New  York  State,  Farmers  Home 
Administration.  U.S.  Department  of  Agriculture. 

D.  THREE  PRELIMINARY  RECOMMENDATIONS 

Almost  without  exception,  witnesses  who  testified  on  the  conditions 
of  small  cities  across  the  nation  emphasized  their  diversity.  Some  are 
growing  and  encouraging  further  growth.  Others  are  growing  in  spite 
of  their  efforts  to  discourage  it.  Some  are  stagnating.  Still  others  are 
experiencing  precipitous  decline. 
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While  it  is  possible  to  develop  some  statistical  aggregates  per- 
taining to  small  cities,  these  aggregates  hold  little  utility  for  officials 
trying  to  deal  with  their  own  immediate  problems  in  a  particular 
community.  Probably  no  set  of  Federal  programs  could  be  designed 
which  would  be  universally  helpful. 

To  deal  with  such  diversity,  the  subcommittee  had  three  recom- 
mendations : 

Recommendation  No.  1 :  Federal  programs  should  be  designed 
or  redesigned  to  provide  the  flexibility  required  to  meet  the  diverse 
needs  of  small  cities. 

Recommendation  No.  2:  Federal  administrative  structure 
should  be  reorganized  to  provide  greater  responsiveness  to  the 
needs  of  small  cities. 

Recommendation  No.  3:  Federal  efforts  to  build  governmental 
capacity  for  small  cities  should  be  intensified. 

II.  Small  Cities  and  Balanced  Growth  Policy 

A.  MOVING  TOWARD  BALANCED  GROWTH  WITHOUT  A  POLICY 

A  decade  ago,  the  design  and  implementation  of  a  "national  growth 
policy"  to  create  a  more  favorable  "rural-urban  balance"  was  advo- 
cated by  many  prominent  scholars  and  policymakers.  Today,  though 
we  lack  a  growth  policy,  there  are  some  indications  that  we  are  mov- 
ing toward  such  a  balance.  Federal  programs  have  played  a  major 
role  in  the  movement  toward  rural-urban  balance. 

Some  Federal  programs  have  been  deliberately  directed  toward  this 
goal.  These  include  programs  of  the  Appalachian  Regional  Commis- 
sion, the  Economic  Development  Administration,  various  facets  of  the 
Rural  Development  Act  of  1972,  and  the  la  ws  permitting  tax  exemp- 
tion of  industrial  development  bonds  issued  by  local  authorities. 

Other  Federal  programs  that  probably  contributed  more  toward 
achieving  a  rural-urban  balance  achieved  this  purpose  unintentionally. 
Thus,  the  Federal  highway  program  has  had  a  major  influence  on  in- 
dustrial location  in  nonmetropolitan  areas.  The  quantum  leap  in 
communications  technology — in  substantial  measure  an  offshoot  of 
Federal  defense  and  space  programs — has  also  made  small  cities  more 
accessible  and  attractive.  The  social  security  system  was  never  in- 
tended to  affect  population  distribution;  yet  it  provided  income  for  a 
large  number  of  retired  persons,  many  of  whom  choose  to  live  in  non- 
metropolitan  areas  during  their  retirement  years. 

The  new  growth  patterns  are  not  entirely  positive,  nor  are  their  con- 
sequences always  what  was  anticipated  or  intended  by  the  proponents. 
Past  experience  with  regional  development  policies  indicates  that  they 
require  differentiation — that  is,  a  recognition  that  all  growing  com- 
munities are  not  alike,  nor  are  all  declining  communities  alike.  As  the 
various  causes  of  growth  or  decline  differ,  so  should  the  public  response 
differ. 

B.  ORIGINAL  GOALS  OF  BALANCED  GROWTH  POLICY 

In  the  late  1960's,  the  major  impetus  to  the  call  for  rural-urban  bal- 
ance was  a  belated  recognition  of  the  impacts  of  the  long-time  move- 
ment of  population  from  rural  and  small  town  areas  into  the  metro- 
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politan  cities.  The  immediate  cause  for  concern  was  not  so  much  the 
harmful  effects  on  rural  areas  of  outmigration  but  rather  the  effects 
on  urban  areas  of  the  inmigration  of  poorly  educated  rural  migrants, 
particularly  blacks  or  other  minorities,  who  were  lacking  in  skills 
needed  for  urban  living. 

Ironically,  this  interest  developed  just  after  the  crest  of  the  rural- 
urban  migration  tide  had  passed.  As  demographer  Calvin  Beale 
noted 1 : 

Rapid  rural  outmovement  had  been  occuring  since  1940, 
with  the  beginning  of  the  U.S.  defense  effort.  It  continued 
apace  in  the  1950's  as  farms  consolidated  and  as  the  worker- 
short  cities  welcomed  rural  manpower.  From  1940  to  1960,  a 
net  average  of  more  than  1  million  people  left  the  farms 
annually  (although  not  all  moved  to  metro  cities)  and  a 
majority  of  nonmetro  counties  declined  in  population  despite 
high  birth  rates.  By  the  mid  1960's,  this  massive  movement 
had  drained  off  so  much  population  previously  dependent  on 
agriculture  and  other  extractive  industries  that  the  peak  of 
potential  migration  was  reached  and  passed.  Yet,  the  im- 
pact of  the  movement  had  not  been  well  recognized  by  cities 
or  reflected  in  public  policy.  By  the  time  that  alarm  over 
rural-to-urban  migration  arose  around  1965,  the  economy 
of  the  nonmetro  areas,  as  well  as  the  social  outlook  and 
affluence  of  metro  residents,  were  already  changing  in  ways 
that  would  lead  to  a  halt  in  the  net  outflow. 

Long-time  proponents  of  rural  development  were  joined  by  spokes- 
men for  urban  interests  who  had  concluded  that  urban  problems  of 
racial  tension,  crime,  poverty,  congestion  and  social  alienation  were  in 
fact  the  other  side  of  the  coin  of  rural  decay.  This  thinking  was  clearly 
articulated  in  the  1967  report  of  the  National  Advisory  Commission 
on  Rural  Poverty : 2 

The  urban  riots  during  1967  had  their  roots,  in  considerable 

part,  in  rural  poverty.  A  high  proportion  of  the  people 

crowded  into  city  slums  today  came  there  from  rural  slums. 

This  fact  alone  makes  clear  how  large  a  stake  the  people  of 

this  nation  have  in  an  attack  on  rural  povery. 

Both  political  parties,  in  1968,  committed  themselves  to  a  national 
policy  of  balanced  rural-urban  growth. 

The^  National  Governors'  Conference,  the  National  Association  of 
Counties,  the  U.S.  Conference  of  Mayors,  and  the  Advisory  Com- 
mission on  Intergovernmental  Relations  also  issued  statements  deal- 
ing with  balanced  growth. 

C.  CURRENT  CONCERNS  ABOUT  BALANCED  GROWTH  POLICY 

Despite  the  number  and  eloquence  of  proponents  of  the  idea,  how- 
ever, the  creation  of  a  clearly  articulated  national  growth  policy  and 
the  establishment  of  institutions  to  implement  such  a  policy  have  not 
been  achieved.  The  two  instruments  authorized  by  Congress  which 

1  Beale,  Calvin.  "The  Revival  of  Population  Growth  in  Nonmetropolitan  America."  Wash- 
ington. Economic  Research  Service,  U.S.  Department  of  Agriculture,  1975.  p.  4. 

•  U.S.  President's  National  Advisory  Commission  on  Rural  Poverty.  "The  People  Left 
Behind."  Washington,  U.S.  Government  Printing  Office,  1967.  p.  ix. 
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might  have  led  to  such  a  policy,  the  biennial  Report  on  Urban  Growth 
mandated  by  the  Housing  and  Urban  Development  Act  of  1970 
(Public  Law  91-609,  sec.  703),  and  the  annual  Rural  Goals  Report 
authorized  by  the  Rural  Development  Act  of  1972  (Public  Law  92-419, 
sec.  603(b)),  have  been  criticized  for  their  failure  to  develop  rec- 
ommended national  goals,  policies,  or  programs. 

Interest  in  the  concept  of  balanced  growth  continues  to  flourish, 
though  not  necessarily  in  the  same  context  as  in  the  early  days.  For 
example,  spurred  on  in  part  by  the  so-called  "new  war  between  the 
States,"  and  the  rise  of  the  "sunbelt"  and  decline  of  the  "snowbelt," 
the  Congress  authorized  and  requested  the  President  to  convene  a 
White  House  Conference  on  Balanced  National  Growth  and  Economic 
Development.  The  Conference  was  authorized  by  the  Public  Works 
and  Economic  Development  Act  of  1976  (Public  Law  94-487) ,  which 
reflected  concern  that  while  in  the  aggregate  the  Xation  appeared  to 
have  achieved  levels  of  production  and  technological  advancement 
unparalleled  in  the  world,  there  had  evolved  neither  satisfactory 
levels  of  employment  nor  ideal  distribution  of  economic  growth. 

The  findings  of  this  latest  effort  to  develop  a  balanced  growth  policy 
are  not  too  different  from  the  findings  of  the  first  reports  on  balanced 
growth,  despite  a  decade  of  interest  in  national  growth  policy  issues 
and  the  process  through  which  government  and  the  private  sector 
address  them.  Ten  years  of  thinking  in  terms  of  balanced  growth  have 
taught  us  that  the  issues  involved  are  not  as  simple  and  clear-cut 
as  they  may  have  seemed  in  the  beginning.  We  are  brought  face 
to  face  with  the  realization  that  some  of  our  national  objectives 
are  not  always  compatible,  and  that  explicit  choices  among  these 
objectives  are  difficult  to  make  in  the  political  arena.  Furthermore, 
not  everyone  agrees  on  what  a  goal  of  "balanced"  growth  means.  It 
has  been  used  to  refer  to  balance  between  urban  and  rural  areas, 
balance  between  lagging  and  prosperous  regions,  balance  between 
cities  and  suburbs,  as  well  as  to  balance  between  use  and  protection 
of  the  natural  environment. 

A  dynamic  free  society  will  never  achieve  a  state  of  perfectly 
balanced  growth.  However,  it  may  be  possible  to  alleviate  the  ".  .  . 
economic,  environmental,  and  social  problems  caused  by  chaotic 
growth,  technological  change,  and  increasing  consumption  levels  and 
public  demand,"  referred  to  in  the  Senate  report  dealing  with  the 
White  House  Conference.  The  dislocations  caused  in  recent  years 
by  the  intertwining  problems  of  energy  shortages,  economic  recession, 
and  environmental  protection  were  intensified  by  the  lack  of  an  in- 
stitutionalized process  of  coping  with  growth  and  development,  or 
shrinkage  and  decline. 

Recommendation  No.  4 :  The  needs  and  goals  of  balanced  growth 
need  to  be  more  clearly  identified. 

The  subcommittee  endorses  the  "basic  principal"  identified  in  the 
staff  summary  of  the  White  House  Conference  on  Balanced  Growth 
that  such  processes : 3 

.  .  .  should  involve  all  levels  of  government,  and  include 
citizen  input.  It  should  result  in  clarification  of  national 


8  U.S.  White  House  Conference  on  Balanced  National  Growth  and  Economic  Development. 
Staff  Summary  of  Proceedings.  Washington,  1978.  p.  42. 
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goals;  better  forecasting  and  projection  capabilities  to  enable 
the  Nation  to  anticipate  problems;  improved  analysis  of 
policy  alternatives;  better  policy  coordination  within  and 
among  levels  of  government;  more  sensitivity  and  rational 
tradeoffs  among  multiple  objectives  and  programs;  and  inte- 
gration of  policy  and  program  evaluation  more  centrally  into 
the  policy  process. 

III.  The  Changing  Pattern  of  Population  Statement 

A.   THE  "UNANTICIPATED   SHIFT  IX   MIGRATION  PATTER XS  OUT  TO  THE 

COUNTRYSIDE 

TTe  have  witnessed  a  surprisingly  rapid  change  in  the  pattern  of 
population  settlement  during  the  past  decade.  It  not  only  constitutes  a 
reversal  of  a  long-term  trend  but  runs  entirely  contrary  to  the  projec- 
tions of  growth  patterns  for  this  period  by  most  social  scientists. 
It  results  not  from  any  single  event,  or  even  a  series  of  events.  Rather 
it  results  from  the  complex  interaction  of  changing  social  and  economic 
conditions  in  our  society  in  many  cases  reinforced  by  public  policies 
which  in  no  way  were  intended  to  have  any  effect  on  settlement  pat- 
terns. 

What  happened  can  be  simply  stated : 

1.  The  metropolitan  areas  of  the  Xation,  for  decades  the  focal 
point  of  population  growth,  have  experienced  sharply  decreased 
rates  of  growth,  and  in  many  cases,  absolute  declines. 

2.  The  nonmetropolitan  areas  of  the  Xation,  for  decades  in  a  state 
of  decline,  have  now,  in  the  aggregate,  begun  to  be  the  most  rapidly 
growing  segment  of  the  Xation. 

This  summary  of  what  is  truly  a  complex  phenomenon  helps  explain 
the  public  concern  for  enabling  small  cities  to  adapt  to  their  changing 
circumstances. 

The  new  patterns  were  viewed  by  one  observer  as  follows : 1 

What  is  so  interesting  is  that  the  form  now  emerging 

was,  just  a  decade  ago,  the  stated  aspiration  of  many  ad- 
vocates for  a  'national  growth  policy'  and  for  a  policy  of 
population  dispersal.  Many  economists  argued  that  the  aspira- 
tion was  futile,  that  the  forces  moving  toward  concentration 
in  large  metropolitan  areas  were  massive  and  irreversible. 
Yet  a  brief  decade  later  we  are  in  the  midst  of  debate  about 
not  whether  such  a  result  can  happen,  but  whether  it  is  a  prob- 
lem rather  than  an  aspiration  realized. 

The  new  settlement  patterns  began  to  develop  in  the  mid  1960's, 
although  it  was  not  until  late  1973  that  information  regarding  them 
became  generally  available.2  At  the  subcommittee's  hearing,  Peter 
Morrison  elaborated  on  these  trends  as  follows : 3 


1  Widner.  Ralph  A.  A  Fourth  Stage  in  National  Development?  In  Small  Cities  in  Transi- 
tion  :  The  Dynamics  of  Growth  and  Decline.  Edited  by.  Herrington  J.  Bryce.  Cambridge, 
Mass.,  Ballinger  Publishing  Co.,  1977,  p.  349. 

2  Beale,  Calvin.  A  Further  Look  at  Non-Metropolitan  Population  Growth  since  1970. 
Paper  presented  to  the  Annual  Meeting  of  the  Rural  Sociological  Society,  August  1976.  p.  1. 

3  "Small  Cities  :  How  Can  the  Federal  and  State  Governments  Respond  to  Their  Diverse 
Needs'',  hearings  before  the  Subcommittee  on  the  City  of  the  House  Banking.  Finance  and 
Urban  Affairs  Committee,  May  16,  May  19,  and  May  26.  1978  (hereinafter  referred  to  as 
"hearings'"). 
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Metropolitan  Areas 

The  sharp  decline  in  births  has  throttled  back  the  rate  of 
population  growth  nationally  and  in  the  process  revealed 
migratory  comings  and  goings  as  the  principal  determinant 
of  local  growth  and  decline  in  many  places.  Since  1970,  42  of 
the  nation's  259  standard  metropolitan  statistical  areas  have 
failed  to  register  any  significant  population  growth.  This 
cessation  of  metropolitan  growth  is  partly  the  result  of  the 
low  birth  rate,  but  is  mostly  due  to  the  excess  of  departing 
migrants  over  arriving  ones.  As  the  cities'  magnetism  has 
waned,  population  has  stopped  growing  or  begun  to  decline — 
a  situation  often  (but  mistakenly)  regarded  as  the  prelude  to 
economic  stagnation — and  has  severely  strained  traditional 
mechanisms  of  municipal  finance. 


TABLE  1. 


-COMPONENTS  OF  POPULATION  CHANGE  FOR  GROUPS  OF  METROPOLITAN  AND  N0NMETR0P0LITAN 
COUNTIES,  1960-70  AND  1970-75 


Population  category 


Provisional    Annual  population 
1975        change  rate 

population  

(thousands)    1960-70  1970-75 


Annual  natural 
increase  rate 


Annual  net 
migration  rate 1 


1960-70     1970-75     1960-70  1970-75 


Total,  United  States  

Metropolitan: 

Total,  all  SMSA's*   

Greater  than  1,000,000  

500.000  to  1,000,000  

250,000  to  500,000  

Less  than  250,000..  

Nonmetropolitan: 

Total,  all  nonmetropolitan  coun- 
ties  

In  counties  from  which— 
Greater  than  20  percent 
commute  to  SMSA's.. 
10  to  19  percent  com- 
mute to  SMSA's  

3  to  9  percent  commute 

to  SMSA's  

Less  than  3  percent  com- 
mute to  SMSA's  

Entirely  rural  counties  »  not 
adjacent  to  an  SMSA  


213,  051 


1.3 


0.9 


1.1 


0.7 


0.2 


0.2 


156,  098 

1.6 

.8 

1.1 

.7 

.5 

.1 

94,  537 

1.6 

.5 

1.1 

.6 

.6 

—.3 

23,  782 

1.5 

1.0 

1.2 

.8 

.4 

.2 

19,  554 

1.4 

1.3 

1.2 

.8 

.2 

.5 

18,  225 

1.4 

1.5 

1.2 

.8 

.2 

.7 

56,  954 

.4 

1.2 

.9 

.6 

—.5 

.6 

4,  407 

.9 

1.8 

.8 

.5 

.1 

1.3 

10,011 

.7 

1.3 

.8 

.5 

—.1 

.8 

14,  338 

.5 

1.2 

.9 

.6 

—.4 

.6 

28, 197 

.2 

1.1 

1.0 

.6 

-.8 

.5 

4,  661 

—.4 

1.3 

.8 

.4 

-1.2 

.9 

>  Includes  net  immigration  from  abroad,  which  contributes  newcomers  to  the  United  States  as  a  whole  and  to  the  metro- 
politan sector,  thereby  producing  positive  net  migration  rates  for  both. 

■  Population  inside  standard  metropolitan  statistical  areas  (SMSA's)  or,  where  defined,  standard  consolidated  statistical 
areas  (SCSA's).  In  New  England,  New  England  County  metropolitan  areas  (NECMA's)  are  used. 

*  "Entirely  rural"  means  the  counties  contain  no  town  of  2,500  or  more  inhabitants. 

Source:  Unpublished  preliminary  statistics  furnished  by  Richard  L.  Forstall,  Population  Division,  U.S.  Bureau  of  the 
Census;  and  Calvin  L.  Beale,  Economic  Research  Service,  U.S.  Department  of  Agriculture. 

Nonmetropolitan  Areas 

The  counterpart  of  this  trend  toward  metropolitan  decline 
is  the  "rural  renaissance" — the  revival  or  acceleration  of  pop- 
ulation growth  in  small  cities  and  towns,  including  those  that 
are  remote  from  metropolitan  areas.  (Table  1  shows  that 
counties  with  the  least  commuting  and  those  that  are  entirely 
rural  and  not  adjacent  to  an  SMSA  are  experiencing  the  most 
noticeable  reversal  of  net  migration.)  These  small,  once  stable 
communities,  are  ill-equipped  to  deal  with  sudden  popula- 
tion growth.  Like  new  celebrities  they  lack  the  full  array  of 
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legal  and  institutional  structures  for  coping  with  unaccus- 
tomed attention. 

B.  CHANGING  FUNCTIONS  OF  CENTRAL  CITIES — THE  OUTWARD  "PUSH" 

In  a  complex  national  shift  of  population,  we  find  both  "push"  and 
"pull"  factors.  Part  of  the  push  has  been  the  changing  function  of 
central  cities  and  metropolitan  areas.  A  series  of  essays  on  such 
changes,  and  how  they  can  be  dealt  with,  were  compiled  by  the  subcom- 
mittee under  the  title  "How  Cities  Can  Grow  Old  Gracefully".1  In 
the  lead  essay  in  that  collection,  George  Sternlieb  and  J ames  Hughes 
list  some  of  the  factors  which  have  caused  a  shift  of  economic  functions 
from  metropolitan  areas : 

Aging  capital  plants. — The  industrial  infrastructures  of  our 
older  regions  relate  to  production  methods  and  approaches 
which  are  no  longer  competitive.  The  shifts  of  jobs  and  the 
declining  shares  of  capital  investment  within  these  regions 
indicate  that  obsolescence  is  not  being  countered  effectively. 

Rationalization  of  labor  intensive  industries. — A  virtual 
revolution  has  occurred  in  the  technologies  of  goods  produc- 
tion, information  processing,  and  communications.  While 
automation  and  technological  change  may  possibly  produce 
new  jobs  equivalent  in  number  to  those  replaced,  it  is  clear 
that  their  sreograpliic  loci  do  not  coincide. 

Hardening  of  the  arteries. — Aging  regions  develop  a  variety 
of  conflicting  property  interests  in  the  broader  sense  of  the 
term  creating  inhibitors  which  limit  their  ability  to  adapt  to 
new  industrial  demands,  thereby  reducing  their  desirability 
for  new  entrants. 

Spatial  homogenization. — Broader  technological  changes — 
such  as  the  interstate  highway  system  domestically  and  dry 
bulk  cargo  shipping  internationally — undermine  the  loca- 
tional  advantages  once  inherent  in  older  regions  and  their 
cities.  Similarly,  alternative  developments — such  as  the  com- 
munications revolution — have  made  heretofore  bypassed 
areas  now  directly  competitive. 

Receptivity  to  growth. — Locational  decisionmakers  are  sub- 
ject not  only  to  basic  economic  constraints,  but  also  to  subtle, 
yet  vital,  interactions  with  local  political  structures.  And  in 
the  growth  areas  outlined  above,  receptivity  to  potential  new 
industrial  relocatees  is  high,  in  contrast  to  the  older  regions. 

Later,  in  the  same  essay,  Sternlieb  and  Hughes  elaborate  further  on 
the  forces  which  are  pushing  population  from  metropolitan  areas.2 
As  in  the  case  of  economic  activity  shifts,  the  currents  of 
regional  population  flows  are  shaped  by  a  complex  of  forces 
affecting  locational  decisionmaking.  In  addition  to  the  basic 
constraints  of  economic  opportunity,  we  believe  the  following 
factors  have  direct  relevance  for  both  understanding  and 
extrapolating  recent  events. 


1  U.S.  Congress.  House.  Committee  on  Banking.  Finance  and  Urban  Affairs.  Subcommittee 
on  tho  City.  How  Citios  Can  Grow  Old  Gracefully,  (Committee  Print)  Washington,  D.C., 
U.S.  Government  Printing  Office,  1977,  p.  14. 

a  Ibid,  p.  20. 
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1.  Earlier  in  this  century,  the  impetus  toward  population 
decentralization — suburbanization — was  underlaid  by  two 
factors.  The  first  centered  about  facilitating  mechanisms.  The 
pyramiding  of  successive  technological  innovations  made  fea- 
sible the  habitation  of  territories  beyond  formal  city  bound- 
aries. To  cite  but  one  example,  recent  innovations,  such  as  the 
widespread  use  of  air  conditioning,  have  permitted  the  larger- 
scale  equivalent  of  suburbanization  to  occur  by  equalizing 
regional  climates. 

2.  A  second  factor,  social  and  cultural  predispositions,  must 
act  in  conjunction  with  the  first  to  produce  large-scale  migra- 
tions. The  impetus  to  flee  settings  thought  of  as  undesirable 
socially  or  environmentally  for  more  pristine  and/or  amen- 
ity-rich alternatives  has  now  been  permitted  to  work  itself 
out  over  the  entire  geography  of  the  nation.  The  regional 
shift  has  compounded  the  flight  to  suburbia — with  equivalent 
impact  on  the  older  city. 

3.  The  older  cities  built  at  very  high  levels  of  density  are 
of  necessity  much  more  fragile,  their  complex  infrastructure 
much  more  sensitive  to  interruption  whether  accidental  or  the 
result  of  vandalism.  The  vandalized  heating  plant,  in  a  decen- 
tralized setting,  discomforts  one  family — in  the  Bronx  it  may 
result  in  a  hundred  households  seeking  shelter. 

Given  population  proximity  and  with  it  very  rapid  com- 
munication, even  with  equivalent  crime  rates — the  fear  of 
outrage,  the  consciousness  of  its  existence,  will  be  far  greater 
in  the  dense  area.  i.e..  the  older  central  city,  than  in  the  decen- 
tralized area.  Indeed,  even  the  complex  infrastructure  of  pub- 
lic transportation,  available  as  a  function  of  high  levels  of 
density,  is  peculiarlv  subject  to  the  vagaries  of  group  behav- 
ior, as  compared  with  the  relative  autonomy  for  example  of 
the  automobile.  In  part  the  migration  discussed  here  has  be- 
come a  flight  from  fragile  environments,  susceptible  to  exter- 
nal events,  to  more  primitive  ones  which,  at  least  in  part,  do 
not  exhibit  quite  the  high  state  of  interdependence  of  the 
former. 

The  "push"  factors  elaborated  by  Sternlieb  and  Hughes  are  not  inex- 
orable. An  enlightened  and  vigorous  urban  policy  may  make  our  met- 
ropolitan areas  more  viable  economically  and  more  desirable  socially. 
President  Carter's  message  on  "Urban  Policy"  of  March  1978  is  cer- 
tainly a  major  step  in  this  direction.  But  this  will  not  happen  fast. 
Meanwhile,  one  can  expect  the  factors  they  described  to  persist  for 
some  while,  encouraging  the  continued  movement  of  economic  activity 
and  population  to  nonmetropolitan  areas. 

0.  NTONMETROPOIJTAN  GROWTH — THE  POPULATION 

Although  the  overall  trend  is  toward  population  growth  in  smaller 
communities  and  rural  areas,  there  is  still  great  diversity  among  in- 
dividual communities.  For  example,  about  600  nonmetropolitan  coun- 
ties are  still  characterized  by  net  outmigration  and  population  decline. 
These  counties  typically  have  a  large  minority  population  and  an 
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economy  that  is  primarily  agricultural  or  underdeveloped.  Also, 
many  small  cities  have  experienced  high  rates  of  population  decline. 
Of  the  more  than  450  cities  in  the  25,000-to-50,000  population  cate- 
gory, 21  percent  lost  population  between  1960  and  1970.  Between  1970 
and  1975, 43  percent  of  these  cities  lost  population.3 

This  diversity — decline  along  with  overall  growth — must  be  con- 
sidered in  developing  national  policies  and  programs  for  rural  areas 
and  small  cities.  Some  communities  welcome  new  growth,  others  prefer 
to  maintain  their  present  size.  The  factors  that  cause  growth  or  de- 
cline also  vary  from  community  to  community,  requiring  varying  re- 
sponses from  public  policymakers.  Some  of  the  factors  associated  with 
growth  and  examples  of  them  include : 4 

1.  Exurbanization  and  urban  sprawl  into  adjacent  non- 
metropolitan  counties:  counties  surrounding  metropolitan 
Washington,  D.C.,  St.  Louis,  Nashville,  Atlanta,  and  Min- 
neapolis ; 

2.  Growth  associated  with  the  shift  from  big- city  to  pe- 
ripheral manufacturing  sites:  Idaho,  Michigan,  Wisconsin, 
Arkansas,  Tennessee,  northern  Alabama,  northeastern  Mis- 
sissippi, western  Kentucky,  North  Carolina; 

3.  Industrial  revival  associated  with  energy  extraction :  Of 
necessity,  emphasis  here  is  on  States  in  which  a  significant 
amount  of  industrial  activity  was  already  underway  prior 
to  the  oil  embargo:  Utah,  Wyoming,  Kentucky,  and  West 
Virginia. 

4.  Growth  associated  with  an  influx  of  retirees:  upper 
Michigan,  Missouri,  Arkansas,  New  Hampshire,  New  Mexico, 
Oregon,  California,  and  Florida ; 5 

5.  Growth  associated  with  recreation:  Michigan,  New 
Hampshire,  Vermont,  Missouri,  Arkansas,  California,  Ore- 
gon, Utah,  and  Colorado ; 

6.  Growth  associated  with  energy  availability  or  price: 
Tennessee,  Alabama,  West  Virginia,  Kentucky,  Oklahoma, 
and  Colorado ; 

7.  Attractiveness  of  climate :  Florida,  California,  and  New 
Mexico ; 

8.  Alternative  life-styles :  New  Mexico,  Colorado,  and  New 
Hampshire ; 

9.  Growth  of  areas  containing  a  State  capital,  senior  State 
college,  dam,  or  substantial  military  population :  States  too 
numerous  to  list. 

One  of  the  original  justifications  for  developing  a  national  growth 
policy  was  to  give  people  a  greater  choice  of  where  to  live.  If  rural 
areas  and  smaller  cities  could  provide  services  and  employment  op- 
portunities comparable  to  those  in  larger  metropolitan  areas,  then 

3  Testimony  of  Herrington  Bryce.  May  16,  hearings. 

*  Morrison,  Peter  A.  and  McCarthy,  Kevin  F..  The  Changing  Demographic  and  Economic 
Structure  of  Non-Metropolitan  Areas  in  the  1970's,  Santa  Monica,  Calif.,  Rand  Corpora- 
tion. January  1978. 

5  Representative  Watkins  wishes  to  note  that  a  significant  percentage  of  the  population 
growth  in  southeastern  Oklahoma  is  a  result  of  the  influx  of  retirees,  many  of  whom 
emigrated  from  the  State  in  the  1930's. 
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more  people  might  choose  to  stay  there  or  return  from  the  larger 
cities.  Two  witnesses  at  the  hearings  testified  that  this  goal  of  provid- 
ing a  choice  has  been  achieved  for  many  people.  Developments  in 
recent  years  have  combined  to  permit  modern,  economical,  fulfilling 
living  in  the  small  towns  and  rural  areas,  including  the  following 
cited  by  Peter  Morrison : a 

Advances  in  the  economics  and  technology  of  transporta- 
tion and  communication  have  removed  many  of  the  previous 
constraints  to  nonmetropolitan  growth  by  making  these  areas 
accessible  to  the  national  metropolitan  economy. 

Growth-promoting  industrial  trends. —  (1)  decentraliza- 
tion of  manufacturing  in  response  to  reduced  transportation 
costs,  inexpensive  land,  and  low  wage  rates  in  nonmetroplitan 
area;  and  (2)  the  revival  or  expansion  of  energy  extraction 
and  highly  localized,  large-scale,  energy-related  industrial 
development  in  the  Rocky  Mountain  states. 

Changes  in  the  American  lifestyle. —  (1)  the  trend  toward 
earlier  retirement .  .  .  which  has  lengthened  the  interval  dur- 
ing later  life  when  a  person  is  no  longer  tied  to  a  specific  place 
by  a  job ;  (2)  new  sources  of  income  such  as  pensions  and  other 
payments  which  were  either  earned  elsewhere  in  younger 
years  or  are  a  transfer  of  public  funds  from  taxes  paid  else- 
where; and  (3)  increased  orientation  at  all  ages  toward  lei- 
sure activities,  caused  in  part  by  rising  per  capita  incomes 
and  centered  on  amenity- rich  areas  outside  the  daily  range  of 
metropolitan  commuting. 

The  developments  cited  above  have  combined  to  create  a  growth- 
inducing  condition  described  by  Assistant  Secretary  for  Rural  Devel- 
opment Alex  Mercure : 7 

There  has  been  a  relatively  greater  expansion  of  employ- 
ment opportunities  in  nonmetro  areas.  Between  1970  and  1977, 
nonf arm  wage  and  salary  employment  increased  by  27  percent 
in  nonmetro  areas,  compared  with  12  percent  in  metro  areas. 
In  addition,  the  character  of  nonmetro  employment  has  also 
changed,  with  service-performing  jobs  taking  the  lead  in  re- 
cent growth.  Rural  employment  can  no  longer  be  equated  just 
with  agriculture  in  mo9t  areas. . . .  Another  significant  change 
has  been  the  growth  of  women's  labor  force  participation. 
Women  accounted  for  nearly  two-thirds  of  nonmetro  employ- 
ment growth  between  1960  and  1974.  Thus,  economic  barriers 
to  making  a  decent  living  have  been  reduced  and  along  with 
them  some  of  the  economic  impetus  for  migrating  to  a  city  in 
search  of  a  job. 

Mercure  also  attributed  the  new  growth  in  rural  areas  to  the  fact 
that,  as  recent  surveys  show,  a  large  segment  of  the  Nation's  population 
prefers  rural  rather  than  urban  living,  although  most  respondents 
want  to  retain  easy  access  to  a  large  metropolitan  city.  These  prefer- 
ences can  now  be  acted  on,  for  the  reasons  described  above  and  because 
of  another  development  described  by  Mercure : 1 


a  Testimony  of  Peter  Morrison.  May  10  hearings. 

7  Testimony  of  Alex  Mercure,  Mnv  10,  hearings. 

8  Ibid. 
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Many  discomforts  previously  associated  with  rural  living 
are  no  longer  of  consequence  in  most  rural  areas.  The  automo- 
bile plus  technological  advances  such  as  all-weather  roads, 
rural  electrification,  extension  of  water  and  sewer  facilities, 
rural  telephone  service,  and  broadband  communications  [ex- 
ist] in  many  nonmetro  areas.  They  make  a  contemporary  style 
of  life  possible  regardless  of  urban-rural  location. 

In  the  subcommittee's  compendum  of  essay  cited  earlier,9  a  common 
theme  is  that  an  undeclared  national  urban  policy  does  exist.  This 
policy  is  the  sum  total  of  many  seemingly  unrelated  Federal  activities 
which  are  not  seen  as  population  resettlement  programs,  though  they 
may  ultimately  have  that  effect.  For  example,  tax  policies,  Federal 
facility  siting  and  procurement  policies,  Federal  construction  grant 
programs,  and  national  macroeconomic  policies  are  designed  to  deal 
with  specific  problems  which  appear  quite  unrelated  to  "the  crisis  of 
the  cities,"  or  to  "balanced  growth,"  or  to  "rural  development."  The 
impacts  of  these  programs,  however,  often  affect  the  growth  or  decline 
of  communities  more  than  programs  specifically  designed  to  deal  with 
economic  development  or  population  redistribution.  With  regard  to 
macroeconomic  policy,  for  example,  it  was  noted  that : 10 

It  is  the  presumption  of  the  makers  of  national  economic 
policy  that  all  the  ships  in  the  harbor  rise  and  fall  together. 
This  is  not  true.  A  decision  to  seek  or  accept  a  particular  rate 
of  unemployment  for  the  nation  is  a  decision  to  accept  a  much 
higher  rate  in  particular  places.  A  decision  that  is  seemingly 
neutral  geographically — whether  to  accomplish  a  particular 
aim  through  monetary  policy,  tax  adjustments  or  spending — 
is  likely  to  have  quite  different  effects  in  different  places  de- 
pending on  their  need  for  capital,  the  average  income  of  their 
residents  or  their  need  for  assistance  programs. 

The  impact  of  Federal  facility  locations  can  be  particularly  signifi- 
cant for  small  cities,  since  their  economic  structures  are  less  diversified, 
making  them  highly  vulnerable  to  economic  instability.  The  Federal 
highway  program  has  been  a  primary  factor  in  creating  new  settle- 
ment patterns,  since  it  allows  people  to  live  in  rural  areas  or  small  com- 
munities while  retaining  access  to  the  facilities  and  services  of  larger 
urban  areas.  Federal  Social  Security  programs,  which  were  never 
thought  of  as  population  redistribution  programs,  make  it  possible  for 
people  to  spend  their  retirement  years  in  areas  not  tied  to  a  source  of 
income. 

It  is  becoming  increasingly  clear  that  Federal  policies  and  activities 
can  have  secondary  impacts  which  help  to  determine  the  fate  of  small 
cities.  The  subcommittee  endorses  the  administration's  initiative  in  re- 
quiring an  urban  impact  statement  which  will  help  to  identify  such  im- 
pacts before  policies  go  into  effect. 


9  U.S.  Congress,  House.  Committee  on  Banking.  Finance  and  Urban  Affairs.  Subcommittee 
on  the  City.  How  Cities  Can  Grow  Old  .  .  .  p.  149-219. 
"  Ibid.,  p.  163. 
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Recommendation  No.  5:  The  urban  impact  statements  called 
for  in  President  Carter's  "Urban  Policy"  message  of  April  1978 
should  be  defined  broadly  enough  to  include  small  cities. 

Again  on  the  theme  of  small-city  diversity,  Assistant  Secretary 
Afercure  said : 11 

The  factors  that  bring  about  growth  in  one  area  may  be  of 
little  consequence  in  another.  For  example,  retirement  and 
recreation  are  important  in  some  parts  of  the  country  while 
the  growth  of  service-performing  industries  is  of  primary 
importance  in  others.  Similarly,  the  consequences  of  recent 
growth  trends  may  be  different  in  various  parts  of  the 
country. 

Governor  Hunt  also  pointed  out  that  not  all  small  cities  are  growing 
and  many  suffer  problems  of  downtown  decline.  Furthermore,  even 
growing  small  towns  may  experience  pockets  of  poverty  or  substand- 
ard housing,  as  well  as  other  social  and  economic  problems.12  The  sig- 
nificance of  these  differentiations  for  public  policy  was  set  forth  by 
Peter  Morrison  and  Kevin  McCarthy : 13 

Kegional  policies  may  fail  to  capitalize  on  the  nonmetro- 
politan  sector's  emerging  strengths,  however,  if  they  overlook 
the  diversity  of  growth-inducing  economic  activities  that 
have  been  drawing  migrants  to  nonmetropolitan  areas  in  this 
decade.  Since  the  kinds  of  change  taking  place  in  an  area  have 
an  important  bearing  on  the  appropriate  mix  of  development 
assistance,  timely  detection  of  these  changes  is  important  so 
that  policies  can  be  designed  to  develop  each  area's  potential- 
ities for  growth.  For  example,  places  in  which  population 
grows  through  natural  increases  cannot  be  equated  with  those 
in  which  population  grows  only  through  in-migration  (even 
though  their  growth-rates  might  be  identical).  Whereas  the 
former  type  of  place  may  retain  most  of  its  prime  working- 
age  population,  the  latter  may  be  undergoing  recomposition 
as  arriving  retirees  replace  departing  young  adults.  Clearly,  a 
new  firm  scouting  labor  markets  would  favor  the  former. 

The  subcommittee  believes  it  is  essential  that  sufficient  and  timely 
demographic  data  on  smaller  cities  be  made  available  to  policymakers. 
This  data  should  reflect  the  diversity  of  growth  experiences  of  these 
cities.  The  subcommittee  endorses  the  efforts  of  the  Department  of 
Agriculture  to  improve  the  data  base  for  assessing  conditions  and 
trends  in  rural  areas.  The  subcommittee  notes  that  the  Secretary  of 
Commerce  has  been  given  the  responsibility  for  designing  an  improved 
urban  data  and  information  system. 

Recommendation  No.  6:  The  Departments  of  Agriculture  and 
Commerce  should  coordinate  their  efforts  to  develop  improved 
data  on  both  rural  and  urban  conditions. 

11  Testimony  of  Alex  Mcreure.  May  16.  hearings. 

12  Testimony  of  Gov.  James  B.  Hunt,  Jr..  Mny  16.  hearings. 

13  Krvln  F.  McCarthy  and  Peter  A.  Morrison.  The  Changing  Demographic  and  Economic 
Structure,  p.  2. 
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IV.  Equity  in  the  Distribution  of  Federal  Funds  Between 
Metropolitan  and  Nonmetropolitan  Areas 

A.  ASSERTIONS  OF  INEQUITABLE  DISTRIBUTION 

A  number  of  witnesses  at  the  hearings  asserted  that  nonmetropoli- 
tan areas  receive  a  disproportionately  small  share  of  Federal  funds  in 
comparison  with  the  larger  urban  areas.  Typifying  this  viewpoint  was 
the  following  colloquy  between  Eepresentative  Kelly  and  Mayor  Fred 
Zook,  testifying  on  behalf  of  the  National  League  of  Cities : 1 

Mr.  Kelly.  Do  you  have  any  idea  in  balance  about  how  you 
make  out  in  the  contest  for  Federal  money  on  a  per  capita 
basis  with  the  people  that  live  in  the  big  cities  ? 

Mr.  Zook.  No ;  I  don't,  not  on  a  per  capita  basis.  I  know, 
generally  speaking,  that  people  in  the  small  cities  think  they 
get  the  short  end  of  the  Federal  dollar. 

The  subcommittee  deeply  concerned  about  this  viewpoint,  tried  to 
seek  out  evidence  to  substantiate  or  refute  it.  Reluctantly,  the  subcom- 
mittee has  been  forced  to  come  to  the  following  conclusion :  Given  the 
nature  of  the  data  available,  it  is  impossible  to  establish  on  any  mean- 
ingful quantitative  basis  whether  there  is  a  disproportionate  distribu- 
tion of  Federal  funds  between  metropolitan  and  nonmetropolitan 
areas.  In  trying  to  deal  with  this  question,  the  subcommittee  faced 
many  of  the  same  dilemmas  it  confronted  in  preparing  its  report  on 
"The  Impact  of  the  Federal  Budget  on  Cities."  2  The  quantity  of  Fed- 
eral programs,  the  variety  of  forms  of  assistance  (purchases,  loans, 
grants,  guarantees,  services,  et  cetera) ,  the  different  Federal  accounting 
and  reporting  requirements,  and  the  many  types  of  recipients  confound 
such  an  analysis. 

B.  PRESIDENT'S  RURAL  DEVELOPMENT  REPORT  OF  JANUARY  19  7  7 

In  the  last  Presidential  report  on  "Rural  Development",3  dated 
January  18,  1977,  an  effort  was  made  to  determine  the  geographic 
distribution  of  Federal  outlays  for  275  selected  programs  which  ac- 
counted for  76  percent  of  Federal  outlays  for  fiscal  year  1975.  Loans 
were  treated  as  outlays.  The  remaining  24  percent  of  Federal  outlays 
were  excluded,  largely  because  of  the  unreliability  of  the  data  regard- 
ing distribution. 

The  general  conclusions  of  this  analysis  were : 

In  1974,  The  U.S.  population  was  predominantly  metro- 
politan, with  72.3  percent  of  the  people  residing  in  these 
areas.  In  total,  the  Federal  outlays  analyzed  in  this  report 
favored  metropolitan  areas  in  fiscal  year  1975,  with  74.9 
percent  accruing  to  them.  Therefore,  on  a  per  capita  basis, 
the  selected  Federal  outlays  were  higher  in  metropolitan 


1  May  16,  hearings. 

2  U.S.  Congress.  House  Committee  on  Banking,  Finance  and  Urban  Affairs,  Subcom- 
mittee on  the  City.  Report  on  the  Impact  of  the  Federal  Budget  on  Cities.  (Subcommittee 
Print.)  Washington.  D.C.,  U.S.  Government  Printing  Office,  1977. 

3  U.S.  Congress.  Rural  Development;  Message  from  the  President  of  the  United  States 
Transmitting  the  Seventh  Annual  Report  on  Government  Service  to  Rural  America,  pur- 
suant to  section  901(e)  of  the  Agricultural  Act  of  1970.  (95th  Congress,  1st  session,  House 
Document  95-51.)  Washington,  D.C,  U.S.  Government  Printing  Office,  1977. 
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than  in  nonmetropolitan  counties — totaling  $1,305  in  metro- 
politan counties,  compared  with  $1,148  in  nonmetropolitan 
counties.  However,  this  distribution  across  all  selected  out- 
lays resulted  from  including  defense  and  space  programs 
which  accrued  predominantly  to  the  more  urban  counties. 
Per  capita  outlays  for  defense  and  space  were  over  twice  as 
great  in  metropolitan  areas  than  in  the  more  rural  counties 
of  nonmetropolitan  America. 

If  defense  and  space  were  excluded,  nonmetropolitan  areas 
would  have  received  greater  per  capita  outla}^s  than  metro- 
politan areas — $938  in  nonmetropolitan  vs.  $860  in  metropoli- 
tan areas.  On  the  other  hand,  outlays  for  agriculture  and 
natural  resources  favored  the  more  agriculturally  oriented 
nonmetropolitan  counties.  If  the  package  of  selected  pro- 
grams analyzed  included  only  outlays  for  human  resource 
development,  housing,  and  community  and  industrial  devel- 
opment, the  level  of  per  captia  outlays  in  metropolitan  and 
nonmetropolitan  counties  would  be  virtually  the  same,  $849 
in  metropolitan  in  contrast  to  $858  in  nonmetropolitan  coun- 
ties. However,  the  mix  of  Federal  outlays  among  metro- 
politan and  nonmetropolitan  counties  was  somewhat  different 
across  these  three  basic  types  of  outlays  which  represent 
Government  services  in  the  more  conventional  sense.  Whereas 
outlays  for  human  resource  development  comprised  three- 
fourths  of  this  package  in  both  metropolitan  and  nonmetro- 
politan areas,  housing  outlays  were  relatively  more  important 
in  metropolitan  areas  than  in  nonmetropolitan  areas.  Con- 
versely, community  development  outlays  were  relatively 
more  important  in  nonmetropolitan  areas. 

Leaving  aside  the  omission  of  24  percent  of  Federal  outlays,  the 
usefulness  of  this  analysis  to  answer  the  subcommittee's  basic  question 
of  equity  in  the  distribution  of  Federal  funds  is  further  questionable 
when  some  of  the  details  are  examined.  Thus,  contracts  for  defense 
and  space  procurement  are  analyzed  only  to  the  place  of  the  prime 
contract;  no  analysis  is  provided  on  location  of  subcontracts.4  Further- 
more, analysis  of  regional  variations  shows  far  greater  differences 
than  those  between  metropolitan  and  nonmetropolitan  areas.  This 
seems  to  indicate  that  other  factors  play  a  far  more  important  role  in 
the  distribution  of  Federal  funds  than  do  any  biases  in  Federal  pro- 
grams between  city  and  countryside. 

C.  CONGRESSIONAL  BUDGET  OFFICE  ANALYSIS  OF  AUGUST  19  7  7 

In  its  study  entitled  "Troubled  Local  Economies  and  the  Distri- 
bution of  Federal  Dollars,"  the  Congressional  Budget  Office  in  Au- 
gust, 1977,  attempted  a  more  sophisticated  analysis  of  how  Federal 
moneys  were  impacting  various  areas  of  the  Nation.  Using  basically  the 
same  data  base  as  the  President's  Rural  Development  Report,  the 
(T>0  found  that  roughly  31  percent  of  the  data  on  distribution  was 
unreliable.  However,  within  a  pertinent  grouping,  "development  pro- 


4  Component  parts  for  the  NASA  space  shuttle  are  belnjr  manufactured  in  MeAlester. 
Okla..  noar  the  location  of  one  of  the  subcommittee's  hearlnps,  yet  this  type  of  analysis 
would  show  only  that  the  prime  contract  was  awarded  to  a  firm  in  metropolitan  Los 

Angles. 
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grams,"  only  5.8  percent  of  the  data  was  regarded  as  unreliable. 

The  Congressional  Budget  Office  report  distinguished  between  "de- 
velopment programs"  and  "other  Federal  spending"  as  follows: 

Development  Programs — programs  that  may  be  expected 
to  change  the  terms  on  which  individuals,  businesses,  or  areas 
compete — including : 

Human  Resource  Development/General  Education  Pro- 
grams; 

Human  Resource  Development/Job  Training  Programs 
and  Professional  Development ; 

Business  Development  Programs — those  programs  de- 
signed to  assist  specific  firms  or  to  facilitate  the  operation  of 
whole  sectors  of  the  economy,  including  programs  that  pro- 
vide technical  assistance  and  direct  subsidies  (e.g.,  agricul- 
ture price  supports)  ; 

Local  Development  Programs — programs  that  finance 
physical  improvements  such  as  local  roads  or  sewers,  and  cer- 
tain intergovernmental  grant  programs  that  help  finance 
public  services  of  a  general  nature  (e.g.,  LEAA,  general 
revenue  sharing)  ; 

Regional  Development  Programs — large  public  works 
projects  such  as  interstate  highways,  dams,  irrigation,  etc., 
from  which  the  expected  long-term  benefits  extend  beyond  the 
area  immediately  adjacent  to  the  construction  site. 

Other  Federal  spending,  including : 

Income  Security/Cash  and  In-kind  Benefits  programs — 
such  as  public  assistance,  food  stamps,  medicaid  and  medi- 
care ; 

National  Purposes  and  Federal  Purchases — defense  and 
foreign  affairs,  regulatory  activities,  basic  research,  and 
other  general  government  functions. 

Using  all  of  the  data  available  on  "development  programs",  the 
CBO  found  per  capita  Federal  spending  in  metropolitan  areas  to  be 
$242  as  compared  with  $234  in  nonmetropolitan  areas.  When  only  the 
reliable  data  is  used,  there  is  almost  an  exact  match  in  per  capita 
spending — $226  dollars  in  metropolitan  areas  versus  $227  in  non- 
metropolitan. 

D.  OTHER  FEDERAL  ASSISTANCE  NOT  ANALYZED 

To  the  best  of  the  subcommitee's  knowledge,  no  analysis  has  ever 
been  attempted  on  the  locational  impact  of  a  number  of  forms  of 
Federal  assistance  other  than  outlays.  Such  forms  would  include  tax 
expenditures  and  the  increasingly  popular  loan  guarantees. 

V.  Equity  in  the  Distribution  of  Federal  Services  Between 
Metropolitan  and  Nonmetropolitan  Areas 

A.  LEVEL  OF  SERVICES  NOT  QUANTIFIABLE 

While  the  distribution  of  Federal  funds  might  have  been  amenable 
to  quantitative  analysis,  the  question  of  equity  in  the  distribution  of 
services,  either  direct  or  those  which  may  be  procured  with  Federal 
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funds,  is  a  judgmental  one.  Based  on  the  testimony  of  the  witnesses 
and  a  review  of  other  studies,  such  a  judgment  is  possible.  Small  cities 
in  nonmetropolitan  areas  do  receive  a  lesser  quality  of  services  from 
Federal  programs  than  do  cities  in  metropolitan  areas. 

In  coming  to  this  conclusion  the  subcommittee  weighed  the  prob- 
ability that  many  of  the  witnesses  were  motivated  by  a  sense  of  envy 
when  they  heard  of  large  grants  or  projects  going  to  a  metropolitan 
area  while  they  themselves  were  struggling  with  difficult  problems. 
The  most  thoughtful  colloquy  reflecting  this  was  during  the  course 
of  the  Saratoga  Springs  hearings 1  when  Representative  Kelly  asked 
a  panel  of  witnesses : 

As  I  understand  it  now,  the  large  urban  areas  are  getting 
too  much  money,  and  you  want  to  take  some  of  that  money 
away  from  them  and  spend  it  here  in  your  communities.  Do  I 
understand  that  correctly  ? 

The  panel's  response  was  that  it  was  not  their  intention  to  declare 
"war"  on  the  big  cities  but  rather  to  express  a  feeling  that  they  were 
not  getting  adequate  consideration,  that  they  were  being  "passed  over" 
and  that  they  were  looking  for  their  "fair  share." 

Analysis  by  the  subcoinmittee  could  not  support  the  assertion  made 
by  a  number  of  witnesses  that  Federal  programs  were  oriented  pri- 
marily to  t,he  needs  of  larger  cities  in  metropolitan  areas.  While 
there  are  such  programs,  there  are  at  least  an  equal  number  which  are 
oriented  primarily  to  the  needs  of  nonmetropolitan  areas.  Indeed, 
a  good  case  can  be  made  that  Federal  programs  sparked  the  recent 
growth  of  many  smaller  cities.  Cases  in  point,  include :  the  Federal 
highway  programs,  EDA  loans  and  grants,  and  the  tax  exemption  for 
interest  on  local  industrial  development  bonds.  Together  they  have 
probably  been  the  most  significant  factors  in  strengthening  the  eco- 
nomic base  of  small  cities,  not  only  for  manufacturing,  but  also 
for  increased  recreational  activities,  tourism,  and  satisfactory  retire- 
ment sites. 

B.  DIFFICULTIES  INVOLVED  IX  PROVIDING  SERVICES  TO  SMALL  CITrES 

There  clearly  are  difficulties  in  providing  Federal  services  to  small 
cities  and  nonmetropolitan  areas  generally.  The  remainder  of  this 
report  includes  suggestions  for  improving  the  system.  But  to  be 
realistic,  we  must  recognize  intrinsic  factors  which  impede  the  de- 
livery of  services  to  nonmetropolitan  areas. 

/.  Physical  Dispersal 

The  sheer  physical  dispersal  of  activities  in  nonmetropolitan  areas 
tends  to  make  them  more  costly.  To  the  extent  onsite  activities  require 
the  presence  of  a  Federal  official,  whether  for  consultation  with  local 
officials,  inspections,  audits,  or  the  like,  smaller  projects  usually  in- 
volve extra  travel  time.  Given  budgetary  constraints.  Federal  officials 
mav  show  a  preference  for  servicing  more  geographically  concentrated 
activities  in  order  to  get  greater  "productivity"  from  their  staffs. 


1  May  26.  henrlnps. 
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Recommendation  No.  7 :  Congress  and  the  executive  branch 
should  provide  a  higher  level  of  administrative  support  to  equalize 
service  delivery  to  nonmetropolitan  areas. 

Ways  to  reduce  the  added  costs  have  been  proposed,  but  each  has 
its  tradeoff  problems.  For  example,  more  field  offices  could  be  estab- 
lished; but  new  layers  of  bureaucracy  with  underutilized  specialists 
may  wipe  out  the  savings.  Greater  use  could  be  made  of  local  certifica- 
tions or  findings ;  but  this  could  increase  the  probability  of  misdirec- 
tion of  Federal  purposes,  mismanagement,  or  fraud. 

2.  Federal  Regulations 

Witnesses  from  small  cities  frequently  objected  to  the  complexity 
of  Federal  regulations  and  complained  that  many  appear  to  be 
oriented  toward  more  densely  settled  urban  areas. 

More  specific  complaints  about  the  lack  of  flexibility  in  Federal 
standards  were  directed  largely  to  environmental  standards  and 
housing.  Air  quality  standards  of  the  Environmental  Protection 
Agency,  for  instance,  were  cited  as  blocking  industrial  development 
to  provide  much  needed  jobs. 

Recommendation  No.  8:  The  executive  branch  should  review  its 
structure  of  regulations  to  assure  that  standards  established 
are  meaningful  for  nonmetropolitan  areas. 

3.  Lack  of  Local  Staff  Capacity  To  Deal  With  Federal  Grants 
Small  cities  of  necessity  operate  with  limited  staff.  The  mayor  and 

other  officials  often  carry  out  the  public  functions  as  part-time  jobs. 
Sophisticated  technicians  who  can  handle  complex  applications  for 
Federal  funds  are  few  and  far  between.  If  funds  are  obtained,  the 
specialized  knowledge  required  to  carry  out  a  project  in  conformance 
with  Federal  rules  may  be  lacking.  In  the  face  of  such  problems  it 
is  easily  understandable  that  some  small  cities  may  not  get  a  fair  share 
of  Federal  services.  On  the  issue  of  local  capacity,  Mr.  Lou  Benton 
testified  at  the  Saratoga  Springs  hearings :  "Some  agencies  may  not 
believe  it,  but,  believe  it  or  not,  the  Federal  Register  is  not  the  first 
thing  a  village  mayor  reads  in  the  morning." 

A  number  of  the  small  city  officials  testified  that  their  greatest 
need  was  for  "grantsmen,"  persons  who  presumably  know  the  magic 
keys  to  touch  to  assure  a  continuing  flow  of  Federal  funds.  The  sub- 
committee finds  this  emphasis  unacceptable.  Of  course  localities  need 
to  learn  how  to  deal  with  the  Federal  bureaucracy  but  this  should 
involve  much  more  than  grantsmanship  techniques.  The  heart  of  the 
solution  for  small  cities  is  to  improve  their  capacity  to  identify  the 
most  pressing  local  needs  and  match  these  with  the  most  appropriate 
Federal  programs  that  are  available. 

Jj..  Multiplicity  of  Governments — Diseconomies  of  Scale 

In  materials  submitted  to  the  subcommittee  by  Mr.  Wayne 
Anderson  of  the  Advisory  Commission  on  Intergovernmental  Rela- 
tions,2 some  of  the  data,  presented  highlighted  how  the  multiplicity 


2  Teatimony  of  Wayne  Anderson,  May  1C,  hearings. 
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of  governmental  units  involved,  and  their  inherent  diseconomies  of 
scale,  makes  it  difficult  to  provide  an  equitable  distribution  of  Federal 
services  to  small  cities.  The  following  quotations  from  that  ACIR 
report  are  pertinent  to  the  subcommittee's  findings  that  small  cities 
receive  a  lesser  quality  of  services  from  Federal  programs : 

One  of  the  major  problems  in  nonmetropolitan  areas  is 
local  governments.  Their  sheer  number  is  staggering.  Of  the 
78,218  units  of  local  government  reported  in  1972  by  the 
Bureau  of  the  Census,  56,033  were  outside  of  SMSA's.  Such 
a  figure  might  be  viewed  more  favorably  if  the  majority  of 
those  governments  were  operating  at  maximum  effectiveness 
and  efficienc}-,  but  that  is  not  the  case. 

[A]  large  percentage  of  nonmetropolitan  local  govern- 
ments .  .  .  serve  small,  highly  dispersed  populations.  In  look- 
ing at  them,  the  question  of  economies  or  diseconomies  of  scale 
inevitably  arises.  There  is  no  consensus  at  this  time  as  to  pre- 
cisely what  population  size  or  density  is  most  nearly  ideal  for 
minimizing  per  capita  expenses  in  providing  governmental 
services,  or  what  the  upper  and  lower  population  levels  are  at 
which  costs  go  up.  Nevertheless,  it  is  generally  conceded  that 
very  small  governmental  units,  particularly  tiny  general- 
purpose  local  governments,  almost  always  suffer  diseconomies 
of  scale  (higher  per  capita  costs)  in  their  servicing  activities. 

Seventy  percent  of  all  non-SMSA  counties  have  populations 
under  25,000;  71  percent  of  all  non-SMSA  townships  have 
populations  under  1.000 :  and  62  percent  of  all  non-SMSA  mu- 
nicipalities have  populations  under  1,000.  A  large  number  of 
these  governments  have  a  difficult  time  providing  adequate 
services  to  their  citizens. 

VI.  Role  of  Non-Federal  Agencies  in  the  Delivery  of  Federal 

Assistance 

A.   MULTIPLICITY   OF  REGIOXAL  AGENCIES 

The  subcommittee  devoted  some  of  its  hearings  to  the  potential  role 
of  non-Federal  agencies  in  the  delivery  of  Federal  assistance  to  small 
cities.  Governor  Hunt  of  Xorth  Carolina  represented  the  National 
Governors  Association.  Harry  Teter  spoke  for  the  Appalachian  Re- 
gional Commission,  the  largest  and  most  active  of  the  numerous  multi- 
state  regional  commissions.  Wayne  Anderson  represented  the  Ad- 
visory Commission  on  Intergovernmental  Relations  which  has  been 
examining  the  role  of  substate  regional  agencies  for  many  years.  A 
representative  of  the  Xew  York  Secretary  of  State,  in  charge  of  assist- 
ing small  cities,  and  one  county  official  were  heard. 

The  subcommittee  recognizes  that  it  heard  from  only  a  thin  sam- 
pling of  non-Federal  agencies.  Dozens  of  types  of  substate  or  multi- 
State  organizations  were  not  represented.  A  further  limitation  was 
that  witnesses  who  did  appear  tended  to  stress  successes  rather  than 
failures.  The  most  notable  listing  of  successes  was  in  the  testimony  of 
Mr.  Wayne  Anderson.1  However,  he  also  criticized  regional  agencies, 
assigning  some  of  the  blame  to  the  Federal  Government  itself: 


1  Testimony  of  Wayne  Anderson.  May  10.  hearings. 
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On  the  subject  of  diverse  Federal  policies  affecting  regional 
councils,  our  findings  at  ACIR  have  indicated  quite  strongly 
that  the  Federal  influence  could  be  both  more  constructive 
and  easier  to  deal  with  if  the  Federal  Government  had  a  more 
uniform  approach  to  supporting  these  organizations.  As 
tilings  stand  now,  the  Federal  areawide  programs  spawn  com- 
peting, often  single-function,  regional  organizations  in  al- 
most every  substate  district  in  the  Nation.  While  there  are  no 
completely  up-to-date  figures  on  this  situation,  our  1972  in- 
formation indicates  that  many  of  these  areas  have  in  the 
neighborhood  of  four  to  six  such  federally  sponsored  regional 
bodies.  This  exacerbates  the  fragmentation  of  local  govern- 
ment which  has  been  documented  over  and  over  again  in  our 
own  studies  and  the  studies  of  many  other  groups.  Such  frag- 
mentation retards  the  effectiveness  of  regional  councils  by 
denying  them  the  economies  and  enhanced  capabilities  of  a 
single  larger  unit,  and  by  making  it  almost  impossible  to 
achieve  essential  coordination  among  the  wide  variety  of 
Federal  aid  programs  in  these  areas  and  other  areawide  serv- 
ices or  joint  activities  of  local  government. 

In  backup  material  presented  to  the  subcommittee  by  Mr.  Wayne 
Anderson  there  was  included  a  listing  of  over  30  Federal  programs 
supporting  substate  regional  activities. 

In  keeping  with  the  limited  scope  of  its  inquiry,  the  subcommittee 
makes  only  generalized  recommendations  on  the  role  of  substate  agen- 
cies: 

Recommendation  No.  9 :  The  executive  branch  should  rationalize 
the  system  of  substate  agencies  encouraged  by  Federal  law  and 
regulations. 

Recommendation  No.  10:  Preference  should  be  given  to  those 
substate  agencies  which  are  politically  responsible  to  the  people 
they  serve. 

Recommendation  No.  11 :  Emphasis  should  be  placed  on  the  role 
of  regional  agencies  in  providing  technical  assistance. 

Such  agencies  should  be  able  to  demonstrate  the  capacity  and  con- 
cern for  meeting  the  needs  of  the  small  cities  they  serve.  To  the  extent 
possible  they  should  have  a  demonstrated  "track  record*'  of  perform- 
ance. But  where  such  a  "track  record'*  is  impossible  to  establish  (e.g., 
a  new  agency  or  a  significant  change  in  its  leadership) ,  they  should  be 
able  to  demonstrate  their  capacity  and  concern  through  realistic  plans, 
competent  staffing  and  a  commitment  of  their  own  resources. 

B.  ROLE  OF  STATE  GOVERNMENTS 

1.  The  Key  Role  of  State  Governments  in  Effectiveness  of  Local  Gov- 
ernments 

Because  of  their  unique  constitutional  position,  the  role  of  the  States 
in  the  delivery  of  Federal  assistance  requires  special  consideration. 
Local  governments  are  legal  creations  of  the  States  and  their  capacity 
to  act  effectively  is  determined  in  large  measure  by  State  decisions.  The 


22 


Advisory  Commission  on  Intergovernmental  Relations  2  has  described 
the  following  key  characteristics  of  State  relationships  to  their  politi- 
cal subdivisions: 

They  have  life-and-death  legal  authority  over  local  units 
and  determine  their  boundaries. 

They  are  the  sole  source  of  authority  enabling  local  govern- 
ments to  tackle  their  problems. 

They  alone  possess  legal  power  to  intervene  and  to  direct 
localities  to  act  in  certain  ways  or  to  end  interlocal  impasses. 

They  serve  as  mediators  between  local  units  and  the  Fed- 
eral Government  and  between  their  local  jurisdictions  and 
other  States. 

They  enjoy  far  greater  taxable  resources  than  localities, 
and  have  the  authority  to  equalize  resources  and  services 
effectively  among  these  imits. 

They  have  the  requisite  geographic  scope  to  provide  directly 
or  to  establish  machinery  for  furnishing  services  in  urban 
and  rural  areas  which  cannot  be  administered  adequately  by 
individual  jurisdictions. 

They  traditionally  have  handled  major  programs  of  vital 
concern  to  the  social  and  economic  well-being  of  their  resi- 
dents, including  education,  highways,  public  assistance, 
health,  and  hospitals. 

They  have  the  administrative  structure  and  personnel  to 
offer  technical  assistance  to  local  governments. 

They  have  the  opportunity  to  play  a  negative  role  through 
using  their  powers  to  obstruct,  undermine,  and  even  veto 
various  intergovernuental  programs. 

2.  Governors  Views  on  the  Need  for  Greater  State  Involvement 

Governor  Hunt  in  his  testimony  before  the  subcommittee  made  a 
strong  case  for  the  States  to  assume  a  greatly  strengthened  role  in 
helping  small  cities 3 : 

The  real  key  to  meeting  needs  effectively  is  a  stronger  role 
for  State  government  in  supporting  and  guiding  rural  devel- 
opment. States  can  assist  and  have  assisted  small  cities  in  a 
number  of  ways. 

******* 

Most  States  have  established  community  service  agencies 
which  provide  a  wide  range  of  assistance  to  local  government. 
The  use  of  planning  and  management  tools  by  small  commu- 
nities can  be  attributed  partly  to  the  technical  assistance  ef- 
forts of  States.  States  also  have  taken  the  lead  in  improving 
rural  transportation  in  and  between  small  cities. 

Another  service  that  has  received  attention  is  centralized 
debt  marketing.  Several  States  now  have  agencies  that  market 
long-term  debt  for  local  government.  Services  range  from 
preparation  of  bond  orders  to  the  actual  sale  of  bonds  and  this 
has  been  especially  helpful  to  small  cities. 

******* 


'United  States  Advisory  Commissions  on  Intergovernmental  Relations  The  challenge 
of  Loral  fiovprnmont  Reorganization  (Sunstnte  Regionalism  and  the  Federal  System. 
Volume  III)  Washington.  D.C..  U.S.  Government  Printing  Office.  1977.  p.  139 

»  Testimony  of  Gov.  James  B.  Hunt,  Jr.,  May  16,  hearings. 
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Providing  services  is  only  one  aspect  of  State  assistance  to 
local  governments.  A  number  of  States  are  preparing  develop- 
ment "strategies  to  support  growth  in  existing  urban  centers. 
These  are  far-reaching  and  sophisticated  efforts  that  target 
limited  public  facility  funds  to  achieve  maximum  develop- 
ment impact.  Development  strategies  are  particularly  impor- 
tant for  assisting  small  cities  to  cope  with  additional  growth, 
and  they  reflect  a  whole  new  policy  capability  and  concern  at 
the  State  level. 

******* 

But  we  have  a  problem.  Most  of  the  Federal  funds  coming 
into  the  State  are  literally  beyond  our  direction,  responding 
to  criteria  or  needs  perceived  from  a  great  distance  away.  The 
choice  of  where  to  put  Federal  funds  often  is  from  a  different 
perspective  even  when  not  made  long  distance. 

******* 

So  we  are  limited  to  a  very  few  Federal  programs  in  carry- 
ing out  a  development  strategy.  The  bulk  of  all  the  Federal 
community  development  dollars  available  are  beyond  any  di- 
rection toward  a  common  goal. 

******* 

Members  of  the  subcommittee,  the  issue  is  not  whether  the 
States  can  do  the  job.  There  is  no  choice.  The  States  must  do 
the  job ;  they  must  play  a  key  role  in  meeting  local  needs.  This 
Nation  does  not  have  limitless  resources.  We  have  to  use  what 
we  have  to  the  greatest  advantage  for  development.  That  can- 
not be  done  long  distance  with  separate  objectives  guiding 
public  spending.  We  cannot  afford  a  fragmented  approach 
any  longer. 

3.  Federal  Efforts  to  Provide  a  Greater  State  Role 

The  executive  branch  is  planning  a  greater  State  involvement  in 
the  allocation  and  use  of  Federal  development  funds.  In  his  testimony 
before  the  subcommittee 4  Assistant  Secretary  Alex  Mecure  stated 
that  it  was  the  intent  of  the  Department  of  Agriculture  to  involve  the 
States  more  deeply  in  the  allocation  of  resources  to  small  cities.  The 
development  plans,  if  any,  of  States  and  multicounty  districts  will  be 
taken  into  account  before  Farmers  Home  Administration  community 
development  funding  decisions  are  made. 

Assistant  Secretary  Robert  Embry  noted  that  statutory  changes  in 
the  Housing  and  Community  Development  Act  of  1974  will  make  it 
possible  for  States  and  counties  to  apply  for  community  development 
assistance  on  behalf  of  smaller  cities. 

i.  President  Carter's  Proposal  of  March  1978  for  Increasing  Involve- 
ment of  State  Governments 
Probably  the  most  significant  executive  branch  initiative  is  the 
President's  statement  in  his  message  on  Urban  Policy  of  March 
1978 — a  policy  which  applies  to  small  cities  as  well  as  large : 

The  Role  of  State  Governments. — State  government  poli- 
cies, even  more  than  Federal  policies,  are  important  to  the  fis- 


*  Testimony  of  Alex  Mercure,  May  16,  hearings. 
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cal  and  economic  health  of  cities.  States  affect  their  cities  in 
a  number  of  wavs,  including  setting  taxation  and  annexation 
powers,  determining  the  placement  of  major  development 
investments  and  apportioning  the  financial  responsibility  for 
welfare  and  education  expenditures. 

The  Federal  Government  has  little  or  no  control  over  these 
developments,  all  of  which  clearly  affect  the  economic  and 
fiscal  health  of  cities  and  communities. 

These  State  responsibilities  underscore  the  need  for  an 
urban  policy  which  includes  the  States  as  full  and  equal  part- 
ners. The  effectiveness  of  our  urban  policy  will  be  enhanced 
if  the  States  can  be  encouraged  to  complement  the  Federal 
effort. 

To  encourage  States  to  support  their  urban  areas,  I  offer  a 
new  program  of  State  incentive  grants.  These  grants  will  be 
provided,  on  a  discretionary  basis,  to  States  which  adopt  ap- 
proved plans  to  help  their  cities  and  communities.  The  plan 
must  be  developed  with  the  participation  and  approval  of 
communities  within  the  state.  The  grants  will  be  provided  to 
the  States  to  finance  a  portion  of  the  plan.  The  State  incentive 
grant  program  will  be  administered  by  HUD  and  will  pro- 
vide $400  million  over  2  years. 

The  program  referred  to  by  the  President  has  been  introduced  as 
TLTv.  12893,  "The  State  Community  Conservation  and  Development 
Act." 

Recommendation  No,  12:  Legislation  similar  in  purpose  and 
scope  to  H.R.  12S93,  "The  State  Community  Conservation  and 
Development  Act"  should  be  adopted.5 

VII.  Executive  Branch  Efforts  To  Improve  Delivery  of 
Federal  Services  to  Small  Cities 

The  subcommittee's  hearings  on  small  cities  occurred  during  a  period 
when  the  executive  branch  was  engaged  in  a  number  of  studios  of  the 
design  and  organization  of  Federal  rural  and  small  city  development 
programs.  These  studies  sought  to  identify  methods  for  improving  the 
programs.  At  the  same  time,  legislation  was  introduced  in  the  Con- 
gress to  revise  the  method  for  providing  community  development  as- 
sistance to  small  cities,  and  some  programs  were  being  reorganized 
administratively. 

A.  WHITE  HOUSE  STUDIES 

The  Carter  administration  has  undertaken  several  studies  that  will 
result  in  recommendations  related  to  small  city  policies:  (1)  a  White 
House-directed  review  to  identify  deficiencies  in  Federal  programs 
which  cause  problems  for  local  public  officials;  and  (2)  an  Executive 
Branch  Reorganization  Study  of  Local  and  Community  Development 
Programs; 

The  White  House  review,  which  is  being  conducted  on  an  agency-by- 
agency  basis,  is  not  designed  to  result  in  a  grandiose  "national  rural 


5  Representative  Kelly  does  not  concur  with  this  recommendation. 
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policy."  Rather,  this  review,  by  the  Domestic  Policy  Staff,  is  aimed 
at  identifying  specific  weaknesses  in  the  rural  program  delivery  system. 
Agencies  ' whose  programs  are  to  be  reviewed  include  the  Farmers 
Home  Administration,  the  Environmental  Protection  Agency,  the  De- 
partment of  Housing  and  Urban  Development,  and  the  Economic  De- 
velopment Administration. 

One  of  the  administration's  reorganization  studies  has  particular 
significance  for  small  cities,  as  it  may  help  to  determine  the  future 
design  of  delivery  systems  for  community  and  economic  development 
programs.  On  June  29,  1977,  President  Carter  announced  to  the  press 
that  reorganization  studies  would  be  undertaken  in  four  areas,  includ- 
ing local  and  community  economic  development. 

The  ''draft'-  work  program  for  the  local  development  study,  which  is 
being  conducted  under  the  overall  supervision  of  the  Director  of  the 
Economic  Development  Division  of  the  President's  Reorganization 
Project,  is  to  focus  on  six  program  areas.  The  program  areas  and  the 
major  programs  and  agencies  to  be  reviewed  are  as  follows : 

(1)  Business  promotion.. — Where  over  100  different  programs  in 
more  than  10  different  agencies  provide  financial  and  managerial  as- 
sistance to  business. 

(2)  Public  community  facilities  investment. — Where  there  are  46 
sewage-related  programs  alone,  dispensing  about  S6  billion  through 
the  seven  agencies  in  five  departments,  two  independent  agencies,  and 
eight  regional  commissions. 

(3)  Housing. — Where  there  are  at  least  77  different  programs  ad- 
ministered by  15  different  agencies  and  overseen  by  three  separate  Gov- 
ernment-chartered secondary  mortgage  agencies. 

(4)  Transportation, — Where  60  grant  assistance  programs  are  chan- 
neled through  6  semiautonomous  operating  administrations  of  the  De- 
partment of  Transportation  (DOT),  and  an  additional  network  of  25 
agencies. 

(5)  Employment  and  training. — Where  10  agencies  administer 
programs. 

(6)  Planning  assistance  proprams. — Including  those  of  HUD. 
FDA,  USDA,  DOT.  EPA,  and  others. 

The  objectives  of  the  reorganization  project  are  to  improve  the  co- 
ordination of  local  and  community  economic  development  programs,  to 
reduce  unnecessary  duplication  and  overlap  in  existing  responsibility 
and  activities,  and  to  make  less  cumbersome  the  administrative  struc- 
ture and  procedures  associated  with  these  programs.  A  number  of  al- 
ternative approaches  to  achieving  these  objectives  will  be  considered. 
These  include : 

(1)  Program  Consolidation. — Major  shifts  in  the  responsibility  for 
community  and  local  economic  development  assistance  among  depart- 
ments and  agencies. 

(2)  Changes  in  Assistance  Structures. — Alternatives  in  the  form 
and  mode  of  Federal  assistance  involving  such  possibilities  as  chang- 
ing the  balance  between  categorical  and  block  grants,  between  formula 
grants  and  project  grants,  and  between  grants  and  loans  or  loan 
guarantees. 

(3)  Mechanisms  To  Improve  Coordination  at  the  Local  Level. — 
Changes  in  the  role  of  multi-state.  State,  and  substate  planning  and 
review  bodies,  improvements  in  the  capabilities  of  local  governments; 
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and  incentives  for  improvement  of  governmental  structures  at  various 
levels. 

(4)  Program  Coordination. — Changes  in  the  internal  administra- 
tive processes  of  existing  programs  to  facilitate  coordination  by  ra- 
tionalizing funding  cycles,  application  requirements,  planning  re- 
quirements, and  related  matters. 

B.  WHITE  HOUSE  CONFERENCE  ON  BALANCED  GROWTH 

Federal  small  city  policy  was  also  reviewed  as  part  of  the  activities 
of  the  White  House  Conference  on  Balanced  National  Growth  and 
Economic  Development,  which  took  place  January  29  to  February  2, 
1978.  This  Conference  was  authorized  by  the  Public  Works  and  Eco- 
nomic Development  Act  of  1976,  which  also  authorized  small  grants  to 
help  finance  State  growth  seminars.  The  Department  of  Commerce 
acted  as  the  lead  agency  in  the  administration  of  the  conference. 
Eighty  percent  of  the  participants  were  selected  by  the  Governor?  of 
each  State  and  the  remainder  were  chosen  by  the  Secretary  of 
Commerce. 

The  six  themes  debated  were  :  structuring  an  economic  development 
strategy  toward  places;  creating  employment  opportunities  for  in- 
dividuals; the  fiscal  capacity  and  service  delivery  problems  of  State 
and  local  governments;  the  impact  of  the  public  sector  on  the  goo- 
graphic  distribution  of  economic  activity  and  population;  and  inade- 
quacies of  Government  structure  and  processes:  the  reconciliation 
of  conflicts  between  economic  growth  and  development,  environmental 
quality,  and  resource  constraints. 

A  two  volume  final  report  was  issued  in  July  11, 1978,1  but  given  the 
breadth  of  the  questions  considered,  the  report  only  reflected  the 
range  of  possible  approaches  rather  than  reaching  any  definitive 
conclusions. 


C.  DEPARTMENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 


The  Department  of  Housing  and  Urban  Development  (HUD)  has 
recently  been  involved  in  two  studies  dealing  with  Federal  policies  af- 
ferting  housing  and  community  development  in  small  cities  and  in 
rural  areas.  The  Small  Cities  Study  was  undertaken  as  the  result  of  a 
congressional  mandate  embodied  in  Sec.  113  of  the  Housing  and  Com- 
munity Development  Act  of  1977  (Public  Law  95-128).  It  was  due  in 
October  1978. 

According  to  the  Srope  of  Study  statement,  the  study  will  attempt 
to  answer  the  following  questions  which  were  suggested  by  the  legisla- 
tive mandate: 

(1)  What  types  of  developmental  assistance  do  small  cities  of  vari- 
ous sizes,  locations,  and  types  need  most?  In  what  ways  do  the  needs 
differ  from  or  parallel  the  needs  of  larger  cities? 

(2)  What  now  unavailable  data  about  small  cities  would  he  mast 
useful  to  small  pities  and  to  States  and  the  Federal  Government  work- 
in  nr  with  them?  What  would  be  required  to  produce  and  disseminate 
such  data? 


\  W,hUp  Hou8e  Conference  on  Balanced  National  Growth  and  Economic  Develop- 
ment Final  Report.  Volume  I.  Summary  of  Conference  Proceedings,  Volume  II,  Workshop 
Reports.  Washington,  D.C.,  U.S.  Government  Printing  Office,  1978. 
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(3)  What  is  the  experience  of  various  types  of  small  cities  with 
Federal  programs  providing  developmental  assistance?  What  can  be 
done  to  make  such  funding  more  efficient  ? 

(4)  What  alternative  formulae  for  the  distribution  of  community 
development  block  grant  funds  might  relate  more  closely  to  the  small 
city  needs  identified  in  the  study  ? 

The  second  study  was  undertaken  at  the  initiative  of  HUD  Secre- 
tary Patricia  Harris  in  January  1978  in  response  to  criticism  that 
HUD  was  concentrating  too  much  on  the  problems  of  large  cities,  at 
the  expense  of  rural  areas.  Secretary  Harris  directed  that  the  study 
deal  with  the  following  specific  areas : 

1.  An  examination  of  HUD's  present  rural  and  nonmetropolitan 
housing  activity  and  similar  programs  administered  by  the  Farmers 
Home  Administration  to  determine  the  extent  to  which  the  programs 
are  duplicative  and  what  steps  might  be  taken  to  eliminate  any  unnec- 
essary overlap. 

2.  An  analysis  of  HUD's  present  means  for  delivering  housing  serv- 
ices to  rural  and  nonmetropolitan  areas  and  recommendations  as  to 
whether  alternative  delivery  mechanisms  would  enhance  the  effective- 
ness of  program  delivery  in  these  areas. 

3.  An  analysis  of  present  requirements  relating  to  housing  assistance 
plans  and  community  development  block  grants  to  determine  whether 
the  costs  and  burdens  of  these  requirements  are  overly  burdensome  to 
smaller  communities  which  have  few  available  resources. 

4.  A  determination  of  whether  sufficient  technical  and  planning  as- 
sistance is  made  available  to  rural  communities  to  develop  an  under- 
standing of  the  available  HUD  programs  and  to  develop  rational 
land  use  and  growth  management  plans,  including  recommendations 
on  how  the  level  of  assistance  may  be  improved  if  it  is  inadequate. 

5.  The  development  of  recommendations  regarding  the  appropriate 
manner  by  which  to  assess  rural  and  nonmetropolitan  area  needs  with 
respect  to  both  housing  and  community  development,  with  the  ulti- 
mate objective  of  ensuring  that  funding  levels  allocated  to  these  areas 
aro  adequate. 

The  report  of  this  task  force  on  rural  and  nonmetropolitan  areas 
was  completed  in  July  1978  and  there  has  been  inadequate  time  for 
the  subcommittee  to  evaluate  its  recommendations.  However  a  cursory 
review  indicates  a  candid  recognition  of  the  failure  of  HUD  programs 
to  provide  adequate  service  to  small  cities  and  nonmetropolitan  areas. 
Thus,  with  respect  to  the  delivery  of  housing,  the  report  states : 

.  .  .  the  general  conclusion  of  the  task  force  is  that  avail- 
able resources  either  have  not  been  provided  efficiently,  or  at 
all.  due  to  (1)  deficiencies  in  the  delivery  system,  and  (2)  a 
failure  to  make  full  and  imaginative  use  of  existing  authority 
and  resources.  This  stems  in  large  part  from  the  failure  of 
Government  administrative  machinery  to  take  into  account 
and  adapt  its  procedures,  forms  and  communications  to  the 
capacities  of  these  smaller  communities  and  rural  areas  and 
their  mode  of  administration  and  of  doing  business.  Thi9 
includes  the  capacities  of  the  type  of  business  enterprise  that 
operates  in  these  areas  as  well  as  the  capacities  of  the  govern- 
mental entities. 
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While  not  in  itself  an  answer  to  the  problem,  the  report  at  least  rep- 
resents a  good  start  to  seeking  answers. 

D.  DEPARTMENT  OF  AGRICULTTJRE 

The  enactment  of  the  Rural  Development  Act  of  1972  was  the 
culmination  of  several  years  of  debate  over  the  proper  role  of  the 
Federal  Government  in  encouraging  rural  development,  and  the  most 
efficient  ways  to  organize  the  administration  of  Federal  rural  develop- 
ment programs.  The  ability  of  the  USDA  to  implement  the  new  re- 
sponsibilities and  programs  authorized  by  the  act  has  been  a  matter  of 
continuing  congressional  concern  since  1972.  Most  of  the  operating  pro- 
grams were  placed  under  the  Farmers  Home  Administration 
(FmHA) ,  while  the  lead  agency  and  coordinative  responsibilities  were 
assigned  to  the  Rural  Development  Service.  Both  of  these  agencies 
reported  to  the  Assistant  Secretary  for  Rural  Development.  In  Octo- 
ber 1977,  the  Secretaiy  of  Agriculture  abolished  the  Rural  Develop- 
ment Service  and  placed  its  functions  in  the  FmHA  where  it  became 
a  staff  arm  reporting  to  the  FmHA  Administrator.  The  congressional 
oversight  record  reveals  continuing  dissatisfaction  on  the  part  of  the 
Congress  with  both  the  quantity  and  the  quality  of  the  FmHA  staff. 
Three  administrations  consistently  refused  to  increase  the  number 
of  FmHA  staff  to  levels  authorized  by  the  Congress. 

According  to  testimony  at  the  subcommittee's  hearings  on  small 
cities,  the  Farmers  Home  Administration  is  trying  new  approaches 
to  filling  its  role  as  a  development  agency.  First  of  all,  the  agency  will 
try  to  coordinate  its  development  activities  with  those  of  other  Fed- 
eral agencies  and  will  try  to  ensure  that  its  investment  decisions  relate 
in  a  positive  way  to  priorities  set  by  substate  development  districts  or 
to  State  development  goals.  According  to  Assistant  Secretary  Mer- 
cure,  FmHA  expects  that  the  States  will : 2 

Establish  State  development  priorities  for  their  rural  area, 
based  on  local  and  area  priorities,  and  then  cooperate  with  us 
to  develop  joint  Federal/State/local  investment  strategies 
for  meeting  these  priorities. 

Strengthen  the  fiscal  and  institutional  capacity  of  local 
nonmetropolitan  governments  so  that  they  can  plan  and 
implement  development  programs  and  participate  fully  in 
the  development  of  the  State  priorities  and  investment 
strategies. 

If  the  States  carry  out  these  responsibilities,  then  FmHA  is  com- 
mitted to  the  following  actions : 3 

Farmers  Home  will  work  to  use  these  state  priorities  and 
strategies  as  it  formulates  national  rural  development 
priorities  and  criteria. 

Farmers  Home  will  work  to  target  its  programs  in  accord 
with  clearly-stated  State  priorities  and  strategies — within 
the  context  of  our  national  priorities  and  criteria. 


2  Testimony  of  Alex  Mercure,  May  1G,  henrines. 
» Ibid. 
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Farmers  Home  will  do  all  it  can  to  negotiate  joint  invest- 
ment plans  with  the  States  and  with  other  Federal  agencies 
so  that  the  development  strategies  will  reflect  mutual  con- 
cerns and  utilize  all  the  available  moneys  more  effectively. 

The  subcommittee  endorses  the  Farmers  Home  Administration 
goal  of  coordinating  its  investment  decisions  more  closely  with  the 
goals  of  States  and  local  communities. 

In  addition  to  developing  a  new  approach  to  its  procedure  for 
making  investment  decisions,  FmHA  is  also  being  reorganized  so  that 
the  key  local  development  role  will  be  played  by  the  multi-county 
district  offices,  rather  than  the  county  offices.  District  offices  will  be 
responsible  for  processing  and  serving  community  facilities,  multi- 
family  housing,  and  business  and  industrial  loan  programs.  County 
offices  will  concentrate  their  efforts  on  the  farm  and  home  ownership 
programs.  At  the  same  time  that  the  field  structure  is  being  reorga- 
nized, the  field  staff  is  receiving  training  that  will  help  them  to  meet 
their  expanded  role  in  comprehensive  and  coordinated  non- 
metropolitan  community  development. 

E.  INTERAGENCY  EFFORTS 

As  we  noted  earlier,  one  of  the  major  reorganization  efforts  under 
study  by  the  administration  relates  to  community  and  economic  de- 
velopment activities.  While  this  study  is  going  on,  the  Economic  De- 
velopment Administration  and  the  Department  of  Housing  and 
Urban  Development  have  been  working  out  new  procedures  designed 
to  coordinate  and  make  consistent  many  of  their  planning  and  pro- 
gram requirements.  Some  of  the  programs  involved  in  the  negotiations 
include  HUD's  community  development  entitlement,  small  cities,  urban 
development  action  grants,  comprehensive  planning,  and  technical 
assistance  programs ;  and  EDA's  title  IX  economic  adjustment,  title 
III  planning  and  technical  assistance,  and  titles  I  and  II  public  works 
programs.  One  of  the  major  complaints  of  small  cities  is  that  they  do 
not  have  sufficient  staff  to  deal  with  the  many  regulations  and  report- 
ing requirements  that  accompany  Federal  assistance,  and  that  vary 
from  program  to  program,  even  when  these  programs  are  similar  in 
nature.  The  cooperative  work  between  HUD  and  EDA  should  help  to 
ease  this  burden. 

F.  CONGRESSIONAL  PROPOSALS 

Two  bills  were  introduced  during  1977-78  that  would  also  make 
major  changes  in  Federal-small  city  relationships.  The  Rural  Com- 
munity Development  Act  (H.R.  9983)  would  establish  a  separate  com- 
munity development  program  for  nonmetropolitan  areas  with  a 
population  of  20,000  or  less. 

The  existing  program,  which  was  authorized  in  the  Housing  and 
Community  Development  Act  of  1974,  would  be  transferred  from  the 
Department  of  Housing  and  Urban  Development  to  the  Department 
of  Agriculture.  In  addition,  a  new  loan  guarantee  program  would  be 
authorized  by  the  bill.  The  Rural  Development  Policy  Act  (H.R. 
10885)  would  establish  a  Rural  Development  Council  to  develop  and 
implement  a  comprehensive  national  rural  development  strategy. 
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Recommendation  No.  13:  Legislation  proposing  to  redistribute 
Federal  functions  for  servicing  nonmetropolitan  areas  should 
be  deferred  until  various  current  studies  and  reorganizations  are 
completed  and  evaluated.4 

VIII.  Helping  Small  Cities  Help  Themselves 

A.  OPPORTUNITIES  FOR  LOCAL  INITIATIVE 

Of  equal  importance  to  improving  Federal  assistance  to  small  cities 
is  motivating  them  to  help  themselves.  Certainly  they  are  entitled  to 
a  fair  share  of  Federal  funds  and  services.  Yet  small  cities  have,  in 
some  ways,  a  greater  capacity  to  deal  with  their  own  problems.  While 
short  on  technical  resources,  they  possess  strengths  in  citizen  knowl- 
edge about  community  problems  and  resources  and  they  have  the 
potential  for  a  high  level  of  citizen  participation  in  decisionmaking. 

This  is  not  to  suggest  that  consensus  on  public  policy  exists  in  small 
cities.  There  are  deep  divisions  in  such  cities  just  as  there  are  in  large 
metropolitan  areas.  Indeed,  the  subcommittee  noted  a  recurring  di- 
visive pattern  in  growing  small  cities  between  those  who  are  intent 
on  encouraging  growth  with  its  potential  ecenomic  benefits  and  those 
who  wish  to  retain  the  social  values  they  associate  with  a  more  rural 
way  of  life.  Equally,  the  friction  between  central  city  and  suburb 
frequently  finds  its  counterpart  between  the  incorporated  town  or 
village  (no  matter  how  small)  and  the  surrounding  unincorporated 
areas.  But  in  the  nonmetropolitan  areas,  the  players  and  the  issues 
are  common  knowledge  and  the  opportunities  for  communication,  com- 
promise and  cooperation  are  greater  than  in  the  large  impersonal 
metropolitan  areas. 

The  design  of  Federal  programs  as  applied  to  small  cities  should 
take  advantage  of  the  opportunities  for  local  decisionmaking  and  local 
initiatives.  Certainly  need  has  to  be  an  important  factor  in  determining 
who  gets  Federal  assistance.  But  need  which  is  generated  by  failure 
to  show  local  initiative  and  simply  waiting  for  federal  handouts 
should  not  be  rewarded.  Formulas  and  methods  of  allocating  Federal 
assistance  should  have  built  into  them  a  reward  for  local  effort,  par- 
ticularly low  cost  and  modest  approaches  which  can  keep  small  prob- 
lems from  growing  large. 

B.  THE  PARTICULAR  NEED  FOR  IMPROVED  LAND  USE  PATTERNS 

In  one  area  in  particular,  land  use  planning"  and  controls,  the  need 
for  local  initiatives  stands  out.  As  Dr.  Herrington  Bryce  stated : 1 

Among  rapidly  growing  cities  the  most  common  need  seems 
to  be  in  the  area  of  land  use.  That,  too.  makes  a  lot  of  sense.  If 
you  are  a  rapidly  growing  city,  you  have  to  accommodate  in- 
creases in  population,  you  have  to  understand  that  if  you  are 
to  provide  good  quality  of  services,  water  and  sewer,  a  good 
quality  of  streets  and  roads,  all  of  these  require  good  land  use 
planning. 

There  is  every  reason  to  believe  that  small  cities  may  well  be- re- 
peating the  mistakes  of  large  cities  by  permitting  wasteful,  sprawling 


4  Representative  Kelly  does  not  concur  with  this  recommendation. 
1  Testimony  of  Uerrington  Bryce,  May  16,  hearings. 
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patterns  of  settlement.  In  a  report  referred  to  by  Governor  Hunt,2  it 
was  found  in  North  Carolina  that  the  areas  of  greatest  population 
growth  were  adjacent  to,  but  outside,  the  boundaries  of  small  incorpo- 
rated cities.  Even  though  outside  city  corporate  limits,  these  growth 
areas  were  being  settled  at  what  are  regarded  as  urban  densities,  (that 
is,  at  least  200  persons  per  square  mile. ) 

Such  settlement  patterns  are  wasteful.  They  require  substantial 
public  costs  for  providing  a  reasonable  level  of  services,  but  they 
bypass  public  works  and  utilities  that  are  already  in  place.  Peter 
Morrison  pointed  out 3  that  the  people  who  are  settling  in  nonmetro- 
politan  areas  are  not  satisfied  with  rural  amenities : 

The  people  who  are  descending  on  small  cities  and  towns 
and  creating  settlements  in  virtual  wilderness  areas  are  a  dif- 
ferent breed  from  the  relatively  poor  and  uneducated  migrants 
who  flocked  to  the  cities  in  the  first  half  of  this  century.  Many 
are  comparatively  affluent  and  well-educated  urbanites  who, 
for  all  their  reported  affection  for  the  "simple  life."  are  accus- 
tomed to  urban  living  standards.  For  them,  the  dirt  road  that 
was  so  picturesque  in  autumn  must  be  paved  the  minute  spring 
rains  turn  it  into  rutted  mud. 

One  of  the  manifestations  of  inadequate  land  use  controls,  fre- 
quently cited  before  the  subcommittee,  is  the  decay  of  downtown 
business  districts  in  small  cities.  Almost  invariably  that  decay  was 
attributed  to  the  development  of  shopping  centers  beyond  the  bound- 
aries and  planning  jurisdiction  of  small  cities.  Such  developments  will 
sap  the  vitality  of  small  cities  just  as  sprawling  development  has 
had  this  impact  on  larger  central  cities. 

There  are  exceptions  where  small  cities  have  used  their  own  initia- 
tives, plus  Federal  assistance,  to  maintain  the  vitality  of  their  down- 
towns. Bill  Lowenstein  of  Hudson.  N.Y.4  told  how  his  city  was 
successfully  maintaining  a  healthy  downtown  in  spite  of  the  compe- 
tition of  shopping  centers.  Also,  the  subcommittee  observed  how  Sara- 
toga Springs,  N.Y.,  through  a  combination  of  commercial  redevelop- 
ment and  historic  preservation  efforts  is  rejuvenating  the  central  part 
of  the  city.  The  preservation  activities  are  substantially  aided  by  the 
new  tax  code  provisions  permitting  more  rapid  depreciation  on  invest- 
ments made  to  restore  historic  structures. 

In  nonmetropolitan  areas  where  there  is  rapid  population  growth, 
there  are  two  other  special  reasons  for  the  development  of  adequate 
land  use  planning  and  controls : 

1.  Sprawling  two-  and  three-acre  homesites  rapidly  eat  into  the 
available  supply  of  farm  and  forest  lands — valuable  resources  the  Na- 
tion must  strive  to  protect. 

2.  Scattered  settlement  patterns  are  inherently  energy  inefficient.  In 
its  hearings  on  "Energy  and  the  City,"  5  the  subcommittee  received 
testimony  that  there  was  a  close  correlation  between  density  of  settle- 
ment and  energy  conservation. 


8  Testimony  of  Gov.  Tames  B.  Hunt,  Jr.,  May  16.  hearings. 
8  Testimony  of  Peter  Morrison.  May  16.  bearings. 
*  Testimony  of  Bill  Lowenstein.  May  26.  hearings. 

6  U.S.  Congress.  Committee  on  Banking,  Finance  and  Urban  Affairs.  Subcommittee  on 
the  City,  Energy  and  City.  Hearings,  September  14,  15,  16,  1977,  Washington,  U.S.  Gov- 
ernment Printing  Office,  1977 
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IX.  Small  Cities  and  Their  Capacity  To  Govern 

A.  XEED  FOR  TECHNICAL  ASSISTANCE 

In  dealing  with  all  of  its  programs  of  intergovernmental  aid,  the 
Federal  Government  has  been  relying  increasingly  on  programs  of 
revenue  sharing  and  block  grants  under  which  local  officials  are  asked 
to  identify  their  own  needs  and  find  appropriate  local  solutions.  While 
not  without  serious  problems,1  this  does  represent  a  recognition  of  the 
diversity  of  conditions  to  be  found  throughout  the  Nation  and  an  at- 
tempt to  unleash  local  creativity  in  their  improvement. 

However,  for  the  smaller  cities  in  nonmetropolitan  areas  the  lack 
of  technical  capacity  appears  to  be  a  major  stumbling  block  to  follow- 
ing through  on  this  approach. 

For  all  of  the  Federal  efforts  to  simplify  program  requirements,  opti- 
mistically it  will  be  many  years  before  the  typical  small  city  mayor  or 
other  official  will  be  able  to  match  his  needs  to  the  maze  of  Federal  pro- 
grams and  their  varying  requirements.  It  is  not  surprising  that  many 
of  the  small  city  spokesmen  extolled  the  "grantsmanship"  of  some 
neighboring  city  official  and  indicated  their  own  need  of  "grantsmen." 

The  subcommittee  viewed  this  with  alarm.  Its  ultimate  implication 
is  that  the  end  objective  of  the  local  officials  is  obtaining  the  maximum 
amount  of  Federal  funds,  not  the  solution  of  problems.2 

Recommendation  No.  14:  A  major  Federal  effort  should  be 
mounted  to  upgrade  small  city  capacity  at  problem  solving. 

Programs  of  technical  assistance  for  local  governments  have  been 
carried  out  by  many  Federal  agencies  with  only  limited  success.  Partly 
this  is  a  problem  of  devoting  too  limited  resources,  partly  it  is  a  prob- 
lem of  too  narrow  scope.  To  the  extent  that  individual  Federal  agen- 
cies engage  in  the  provision  of  technical  assistance  and  capacity  build- 
ing, they  tend  to  concentrate  on  their  own  particular  set  of  programs. 
Such  an  approach  only  encourages  local  officials  to  find  discrete  prob- 
lems that  can  be  met  by  specific  Federal  programs,  rather  than  to 
identify  a  set  of  related  problems  and  evaluate  the  range  of  potential 
solutions. 

Probably  a  far  higher  level  of  success  in  capacity  building  has  been 
achieved  by  sub-State  and  regional  agencies  which  appear  to  devote 
more  effort  to  this  objective  than  the  Federal  agencies.  In  his  testi- 
mony before  the  subcommittee,2  Wayne  Anderson  of  the  Advisory 
Commissi QD  on  Intergovernmental  Relations  provided  an  extensive 
list,  of  rapacity-building  efforts  which  appear  to  have  been  highly  suc- 
cessful.  Such  a  list  of  successes  indicates  that  there  is  a  great  potential 
for  the  use  of  such  agencies  in  capacity  building.  But,  as  pointed  out 
earlier  in  this  report,  Mr.  Anderson  went  on  to  cite  the  inherent  weak- 
ness in  the  current  Federal  approach  to  support  these  agencies  in  this 
effort. 

One  of  the  frequently  heard  recommendations  for  the  improvement 
of  local  governmental  capacity  for  small  cities  is  the  use  of  "circuit 


1  This  report  will  not  attempt  to  deal  with  the  relative  merits  of  block  grants  versus 
categorical  srrant  programs. 

*  Representative  Watklns  believes  that  a  knowledge  of  Federal  programs  and  their  vary- 
ing requirements  is  one  of  the  technical  skills  needed  Dy  small  cities. 

:  Testimony  of  Wayne  F.  Anderson,  May  16,  hearings. 
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riding"  city  managers  and  other  technicians  such  as  urban  planners, 
accountants,  data  processing  specialists,  engineers,  and  so  forth,  to  pro- 
vide a  level  of  technical  competence  that  the  individual  cities  them- 
selves cannot  afford. 

From  Mr.  Anderson's  testimony  and  other  sources,  it  appears  that 
this  technique  has  proven  effective  and  should  be  further  encouraged. 

B.  APPROPRIATE  TECHNOLOGY 

Recognizing  the  diversity  of  small  cities,  their  problems  and  their 
resources,  the  subcommittee  recommended  that  Federal  agencies  adopt 
more  flexible  policies  and  guidelines  for  their  programs  in  nonmetro- 
politan areas.  But  the  other  side  of  this  coin  is  that  small  cities  must  be 
prepared  to  demonstrate  their  capacity  to  undertake  activities  com- 
mensurate with  their  needs  and  skills  with  the  maximum  degree  of  self 
help  possible. 

In  several  of  the  small  communities  visited  by  the  subcommittee, 
comparatively  modest  efforts  appeared  to  be  effective  in  maintaining 
the  appearance  and  vitality  of  the  city.  In  others,  it  sometimes  ap- 
peared that  local  officials  were  sitting  back  waiting  for  some  federal 
grant  to  arrive  to  solve  their  problems.  In  still  others,  the  need  was  for 
a  small  level  of  assistance  to  bridge  the  gap  between  local  needs  and 
resources. 

The  area  of  waste  water  treatment  appears  to  offer  the  greatest  im- 
mediate potential  for  the  application  of  new  technologies  which  are 
most  appropriate  to  nonmetropolitan  areas.  Whereas  metropolitan 
areas  do  require  collector  systems  and  centralized  treatment  plants,  in 
nonmetropolitan  areas  alternative  approaches  are  being  developed  and 
put  into  use.  Among  such  alternatives  are  small  package  treatment 
plants,  marsh-pond  systems,  treatment  ponds  and  overland  flow  sys- 
tems. While  each  has  its  limitations  and  requires  appropriate  condi- 
tions for  its  use.  they  are  being  developed  and  put  to  use.  The  subcom- 
mittee is  pleased  to  note  that  the  Clean  Water  Act  of  1977  offered  in- 
creased grant  incentives  for  the  use  of  alternative  technologies  plus  a 
requirement  that  states  with  relatively  large  rural  populations  must 
set  aside  a  part  of  their  allotment  for  alternative  sewage  treatment 
plants  for  small  communities. 

Recommendation  No.  15:  Federal  assistance  programs  should 
provide  incentives  for  innovative  and  appropriate  technologies, 
particularly  as  they  apply  to  nonmetropolitan  areas. 

C.  JURISDICTIONAL  PROBLEMS  OF  SMALL  CITIES 

_  The  problems  of  limited  jurisdictions  can  be  just  as  vexing  to  small 
cities  in  nonmetropolitan  areas  as  it  is  to  central  cities.  Development 
beyond  its  corporate  boundaries  and  loss  of  tax  base  tend  to  weaken 
the  capacity  of  any  jurisdiction  to  solve  its  own  problems. 

There  is  obviously  no  easy  solution  to  this  problem,  particularly 
from  the  Federal  level,  since  such  jurisdictions  are  constitutionally 
creations  of  States.  Equally,  local  officials  are  jealous  of  their  preroga- 
tives and  prepared  to  defend  their  turf,  no  matter  what  level  of  ineffi- 
ciency mav  result  from  fragmentation.  In  large  metropolitan  areas,  the 
forces  resisting  such  rationalization  of  jurisdictions  may  be  too  strong 
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to  overcome,  but  in  nonmetropolitan  areas  such  changes  should  be 
more  acceptable. 

While  the  Federal  Government  may  not  be  able  to  legally  require 
rationalization  of  political  jurisdictions  to  conform  with  the  social  and 
economic  realities  of  the  urban  setting,  it  is  capable  of  using  the  ''carrot 
and  stick''  approach  to  encourage  such  actions. 

Recommendation  No.  16:  Federal  programs  should  require  at 
least  a  good  faith  effort  to  consolidate  local  jurisdictions  so  as  to 
achieve  greater  efficiency  in  the  use  of  available  Federal 
assistance.4 


4  Representative  Kelly  does  not  concur  with  this  recommendation. 


ADDITIONAL  VIEWS  OF  CONGRESSMAN  RICHARD  KELLY 


We  do  not  have  a  national  policy  for  the  city  that  will  have  uniform 
application  to  all  cities. 

No  such  policy  exists  because  none  is  needed.  The  woods  are  full 
of  politicians  who  would  jump  over  the  Capitol  Dome  could  they 
author  such  a  policy. 

A  national  policy  for  cities,  including  small  cities,  is  impractical 
because  the  policy  needs  for  individual  cities  have  far  too  much 
variation. 

There  are  many  legal  legal  barriers  to  Federal  interference  in  local 
governmental  affairs. 

It  is  asymmetrical  for  the  Federal  Government  to  attempt  to  ad- 
minister local  government  when  the  consensus  rims  so  heavily  against 
the  Federal  Government's  ability  to  administer  well  even  the  purely 
Federal  functions.  It  is  not  logical  to  improve  management  by  turn- 
ing over  control  to  a  known  bad  manager. 

Each  individual  community  needs  a  policy  and  the  demands  and 
pressures  that  would  shape  the  policy  are  known  to  the  people  who 
would  be  subjected  to  it.  They  are  not  known  to  some  aspirant  to  the 
political  and  bureaucratic  throne  in  Washington  or  anyone  else  in 
Washington. 

The  justifiable  irritation  of  the  small  cities,  during  the  hearings  and 
elsewhere,  falls  roughly  in  the  following  categories: 

There  are  the  cities  whose  people  pay  taxes  to  the  Federal  Govern- 
ment and  believe  they  are  not  receiving  proportionate  consideration 
in  Federal  programs. 

Small  well-run  communities  struggling  to  live  within  their  budgets 
see  more  and  more  Federal  programs  designed  around  critteria  that 
favor  the  big  urban  inner  cities,  the  declining  cities  (if  there  is  a  dif- 
ference), the  cities  in  the  Northeast  and  North-Central  part  of  the 
United  States,  and  cities  that  are  under  the  most  rigid  domination  of 
public  service  unions,  which  are  also  invariably  in  the  above  categories. 

What  treatment  should  be  given  small  cities  cannot  be  separated 
from  the  consideration  of  what  should  be  done  for  the  large  urban 
inner  cities  and  the  consideration  of  the  ability  of  the  economy  to 
squander  money  pursuing  policies  which  can  reasonably  be  expected 
to  serve  only  temporary  political  advantage  and  result  in  superficial 
local  solutions. 

The  cities  in  America  that  are  dying,  large  and  small,  are  in  this  dis- 
tress because  the  reasons  for  their  existence  and  their  former  structure 
no  longer  exist.  France  stopped  building  the  Maginot  Line — the  Fed- 
eral Government  cannot  afford  to  squander  limited  and  badly  needed 
capital  reconstructing  cities  to  meet  a  need  which  is  past,  and  at  the 
same  time  serve  the  people  and  our  economy,  any  more  than  the 
French  can  militarily  defend  France  by  reconstructing  the  Maginot 
Line.  Times  have  changed. 
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Much  of  this  change  that  has  been  brought  about  in  the  old  indus- 
trial areas  of  the  Northeast  and  North  Central  States  came  about 
through  local  mismanagement  and  political  pressures,  largely  con- 
tributed to  by  the  dominance  of  public  service,  construction  and  in- 
dustrial unions. 

Wage  levels  in  these  areas,  due  to  the  unions,  exceeded  relevant 
levels  compared  with  other  parts  of  the  country  and  the  world  after 
1945. 

The  public  service  unions  set  a  tone  of  local  government  and  pres- 
sured politicians  for  more  ambitious  building  projects  and  service  pro- 
grams with  more  and  more  wages,  and  more  and  more  fringes.  All 
of  this  to  a  large  extent  was  responsible  for  the  financial  collapse  of 
these  cities.  At  the  same  time,  horrendous  tax  rates  and  heavy  utility 
costs  added  to  the  burden  on  industry  and  the  private  sector  in  the 
direct  costs  they  had  to  pay  and  the  pressures  exerted  by  their  em- 
ployes and  their  unions. 

This  constituted  the  destructive  cycle  that  led  industry  to  flee  those 
areas  and  the  private  sector  to  abandon  property  valued  in  the  bil- 
lions of  dollars — leaving  the  cities  to  face  rising  costs  and  failing  tax 
rates.  Billions  of  dollars  in  plant  production  in  the  form  of  basic  and 
expanded  capacity  went  to  foreign  countries  and  other  parts  of  the 
United  States. 

When  the  industrial  and  commercial  reasons  for  the  existence  of 
these  cities  eroded,  we  arrived  at  the  present  situation. 

Every  suggestion  for  a  Federal  urban  policy  is  a  hollow  political 
gesture  because  it  does  not  address  the  reason  for  the  distress  and  decay. 
The  beneficial  highwater  mark  for  these  programs  is  the  establishment 
of  a  temporary  sense  of  jobs  and  prosperity.  .  .  until  at  least  after  the 
next  election.  The  long-range  effect  is  to  Worsen  the  financial  condition 
of  local  government  and  establish  mOre  targets  for  the  destructive 
forces  that  demolished  what  existed  before. 

The  best  direction  is  for  the  Federal  Government  to  get  out  of  the 
business  of  urban  cosmetics  and  leave  the  small  cities  to  their  struggle 
and  the  urban  areas  to  their  adiustments — with  the  realization  that 
the  people  in  both  places  will  solve  their  respective  problems  in  a  way 
that  makes  sense.  All  will  have  more  money  for  the  process  because 
Washington  will  not  be  draining  their  local  assets  to  fuel  a  system  of 
programs  that  don't  work. 

The  alternative  is  to  balance  Federal  expenditures  on  an  equitable 
basis  among  all  communities  and  absolutely  avoid  weighted  and  unfair 
criteria. 

It  is  utter  nonsense  to  justify  favoring  one  region  of  the  country 
over  another  on  the  grounds  that  their  need  is  greater,  unless  that  need 
is  caused  by  an  act  of  God.  Otherwise,  the  Federal  Government  en- 
courages local  governments  to  function  in  an  irresponsible  way  with 
the  assurance  that  they  will  be  bailed  out  when  they  fail. 

The  money  in  the  Federal  treasury  belongs  to  everyone,  and  all  of 
us  should  be  willing  to  help  areas  of  distress  when  that  distress  is  im- 
posed by  forces  beyond  the  control  of  the  people  subjected  to  it.  But 
we  can't  give  free  insurance  to  individuals  who  deliberately  burn  down* 
their  houses. 
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Small  cities,  farming  towns,  mining  towns,  and  manufacturing 
towns  all  over  the  United  States,  and  throughout  history,  have  with- 
ered and  died  as  the  economy  that  created  them  altered. 

The  shape  of  cities  everywhere  should  be  determined  by  current 
needs  and  pressures.  The  intelligence  to  guide  them  is  locally  present. 
The  financing  will  be  available  in  proportion  to  the  soundness  of  the 
locally  devised  program  and  the  ability  of  the  community  to  afford  it. 

This  is  the  system  that  brought  this  Nation  and  its  cities  the  self- 
sufficiency  and  wealth  they  have  enjoyed  in  the  past.  This  is  the  system 
we  must  return  to  if  we  are  to  survive  as  a  free  society. 
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